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MASTELLONE HERMANOS S.A.

ANNUAL REPORT
FISCAL YEAR 2013
(information not audited and not covered by theepehdent auditors’ report)

To the shareholders:

We are hereby submitting for your consideratiors thinnual Report and Selected Information,
Mastellone Hermanos S.A.’s consolidated finandiatesnents and the Statutory Auditor's Report, all
as of and for the fiscal year ended December 31320

We are thus entering the 85° year of operatioresiur organization in 1929. Throughout these years
we have been engaged in the same line of busiaksays under the same controlling group and
located at the same place, keeping the same basimitments to our customers, i.e., the quality and
the growth. During more than sixty years we havenbender the leadership of Mr. Pascual Mastellone,
president since 1953, who due to health reasongchtemporarily leave office in 2013. We hope he
will be returning to its duties as usual.

1. MACROECONOMIC ASPECTS

During 2013, economy in the world showed in genézains a positive trend in respect of previous
years. The most recent estimations which are ctlyraxailable (International Monetary Fund — World
Economic Outlook, October, 2013) show a growthhaf world gross product of 2.9% which, though
less than those estimated a year before, showssamably positive behaviour. Same sources also
expect a greater growth for 2014, of 3.6%. Develgpmountries’ economies have shown and they are
expected to continue showing an increased growttespect of the general average. They expect a
growth of the product of 4.5% and 5.1% for 2013 &0d4, respectively. Although there still exist
many problems of several kind, and the fact thatetcan be no assurance that the gross product will
effectively grow, it does not affect a positive lggd condition.

There were no major changes in the financial camitluring 2013 with respect to the previous
scenario. The international rate of interest remhimt a level close to zero, which is effectively
reflected in the economy as a greater growth ofdéneloping economies. Unfortunately, Argentina
does not patrticipate in the international markethich prevents it to benefit from the positive
conditions in order to fund its domestic needs.

This positive context in the general macroeconostenario partly reflects the effect of several
incentives granted by the major economies withrdention to solve the severe financial difficulties
existing in 2007 and 2008. Given such improvemdnthe general conditions, said incentives have
been reduced during the last months, and they nisgpplear in the future. This adjustment has
generated certain tensions, in particular in deuielp economies, which still remain at the time this
annual report is issued and may exist during aetiaie in the future, incorporating certain degoée
risk in the global situation.

Argentine economy had already shown a negativegehantrend during 2012. The trend in 2013 was
similar. As regards evolution of the level of ait§iof which there is no final statistics for 20¥8t)
there was a lesser growth than in previous yeasseifin trade remained posting a surplus. Trade
balance was positive at US$12.4 billion in 2012 a#8$9.0 billion in 2013 (a 27% decrease).
However, a substantial reduction in the level dkinational reserves at the Central Bank of the
Argentine Republic could not be avoided.

In general, any such problems previously mentigigicexist, such as limitations on the accesotu}t
term financing (which in turn materially limit thavestments for private sector growth), a high (and
increasing) tax pressure, and foreign exchangeaeshs. These difficulties have a material adeers
effect on companies, since they in fact adverséfigchits competitiveness in international markets
(thus adversely affecting the entire economy) anetach economic goals in line with their efforts.
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Thus, important challenges shall be faced in 2014rder to keep the growth trend in our level of
activity and the improvement of our economic result

2. THE DAIRY INDUSTRY — INTERNATIONAL OVERVIEW

2.1. Changes in 2013

As mentioned in our annual report for fiscal ye@8i 2, after having seen a sharp decline (at certain
times of up to 25%) in international prices of gatommaodities for said year, we expected a slight
recovery for 2013. Actual developments exceededexpectations, and prices increased more than

expected, according to the following table:

International Prices - Whole Powdered Milk

Year High Low Average
2011 4.650 3.425 3.878
2012 3.638 2.750 3.229
2013 5.600 3.325 4.713
Change
2012 v 2011 -21,8% -19,7% -16,7%
2013 v 2012 54,0% 20,9% 45,9%

* Note: Average United States Dollar prices per wmHOB Oceania export.
e Source: United States Department of AgriculturegDA”")

There are many reasons on which this price beh&vioased, but it mainly results from a combination
of an increased world demand (basically from Chara) the decrease of the production activity of the
main exporting countries (New Zealand and the Etj a low level of inventories in the industry,
which was directly passed on to FOB prices.

Following, there is a brief analysis of offer arehthnd behavior during the last years.
Offer:

According to world production, consumption and fgretrade statistics made by the USDA, the main
exporting countries, i.e. Argentina, Australia, &wean Union, New Zealand and the United States of
America (representing more than 90% of the intéonat dairy product offer) increased their sales to
foreign countries, by 6.0% in 2010, 8.4% in 2014 &% in 2012 —more than 24% accumulated in
just three years. Given the volume so increasédréign sales, an over demand was nearly expetted a
some point as well as a decline of the prices tHaasi in fact been the case since the end of 2011.

On the other hand, foreign sales by said countidg grew 1.8% in 2013. Again, due to a high
demand, prices were expected to substantially &sereas it was the case during the year.

Demand:

While in 2009 total powdered milk imports by Chimgere at a level comparable to purchases by
Mexico or Algeria (250 thousand tons per year),nébée imports grew a record 850 thousand tons in
2013, thus playing an essential role in the intional market of dairy products, and such imports a
expected to be higher during 2014, which would ambéo a percentage of nearly 23% of the aggregate
amount of powdered milk sold on an internationatifaAt the same time, the improvement of
macroeconomic world conditions also helped to déféamand, in particular in developing countries.
These have undoubtedly been the main reasons \phéstented world prices from collapsing in 2012,
after a 24% increase of the offer in three yeand, o that, after that, in 2013 the additional @h&n
demand plus a production stagnation in the mairoeixmg countries resulted in a new level of prices
reaching almost a historic record.



2.2. Perspectives

There shall be no substantial changes between afigérdemand until at least the second half of 2014,
when the normalization of stocks and a higher sedsaffer in the Southern hemisphere shall begin to
generate a change of the conditions, resultingdadine of the prices to return to a long-termahakd
level —probably about US$4,000 per ton of whole gesed milk, although Chinese demand will
remain a key factor in the determination of intéiorzal prices.

We understand that the main principles of the daiwyld market (a demand in excess of the offer)l sha
be kept in the long term, and thus a scenarioazdst prices for exporting countries may be expected
though still affected by the high volatility in grnational prices which is typical of this markigtrect
and indirect participants in the industry shouldréfore take note of and incorporate these comditio
when planning their businesses.

3. THE ARGENTINE DAIRY INDUSTRY

During 2012, Argentine milk production practicatigmained at the same level than in 2011, mainly —
but not totally- due to the adverse weather coon#ti(dry and rainy months alternatively). We then
expected a trend change since middle 2013, upoohwditotal production for the year slightly lower
than that of 2012 was expected, but increasinghdutie last months over the previous year.

Actual developments of 2013 confirm our estimatigkithough there are no final statistics on doneesti
production for the whole year, estimations showearease of 1.7% as compared to 2012. Our direct
purchases from producers —which in general follogvttend of the total Argentine production- showed
a comparable decrease for all the year with a Gaateon during the first six-month period, and with
an increase of about 3% not until the fourth quabe trend change then occurred at the end (offse
by the high temperatures of December) and not adhaiof the year, as it was originally estimated by
us.

Considering the total production development, @rstat production can be noted for the last three
years (2011 through 2013), as it is reflected enfthlowing chart:

Milk Production
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Source: Argentine Agricultural Secretargentro de la Industria LechergDairy Industry Federation of
Argentina]
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From now on, although the international contexpasitive for the main dairy commodities exporting
countries, including, without limitation, Argentinaome distortions exist in respect of relativecgsi
and changes in the costs of production which mayeraely affect the results. We believe that all
participants in the value chain of milk will togethfind a mechanism which may allow us to benefit
from the general scenario advantages so that tivetlgrof the dairy industry may be sustained, anr th
avoiding entering again in the typical pendulapsaad go processes which took place in the industry
the last decades. We hope that the current leveraduction, more than eleven billion of liters per
year, will be the base for a sustained growth ef itidustry, which mostly shall be reflected as an
increase in export sales.

4. SALES
4..1 Introduction

Our consolidated total sales for the year 2013 ameslito $9,487 million, an increase of $1,938

million, or 25.7%, as compared to the sales forytbar 2012. Expressed in Dollars (applying to each
quarter sales the exchange rate published by thedBde la Nacidn Argentina the last business day of
each period) are equivalent to US$1,661 million.r Gales may be divided into four segments:

Argentine domestic market, Brazilian domestic mgr&gports and other sales (basically servicesp. Th

following table shows each segment share:

2011 2012 2013
Domestic market — Argentina 82,8% 85,0% 84,6%

Domestic market — Brazil 7,9% 6,1% 6,4%
Export: 6,3% 5,8% 6,7%
Othel 3,0% 3,1% 2,3%
Total 100,0%  100,0%  100,0%

4.2 Domestic Market
4.2.1. Argentina
(i) General

There is no final estimations yet in connectionhvifte total consumption of dairy produgisr capita

in Argentina for 2013. In general, such consumptiauld seem to have remained stable at a level of
207 liters per capita per year —expressed in tesmiters of milk equivalent in dairy products
consumed during the year. Our market share in ttmdexconsumer market has remained stable.

(i) Physical Volumes Sold
a) Retail Market

The following table shows the change in our sabgeressed in physical volumes (for comparative
purposes and calculations, physical volumes deltvéo the retail market valued at retail level gsic
for late 2011) during the last three fiscal ye&sit can be noted, although in 2013 a slight rédacof
the deliveries to the market took place, the grosttbwn during such three-year period in all segment
reflects a growth which exceeded the country awe(hgher market share).



Change in (physical) sales per segment

Segment 2011 2012 2013 Acum.
Milk 1,3% 4, 7% -0,9% 5,1%
Cheese 24,2% 17,7% -1,1% 44 5%
Other 6,6% 3,6% 0,2% 10,6%
Total 7,9% 8,1% -0,8% 15,8%
Notes:
e Other: includes butter, creanhyjlce de lech¢gcaramelized condensed milk], powdered milk and
mayonnaise.

Changes during 2013 have been influenced by a lewaitability of milk during almost all the year
(production did not recover until the last quaxéthe year), limitations on the production capaditr
some products (for example, certain kinds of ch&esad a low level of sales in December, affected
by several problems beyond the control of the itrgusobberies, difficulties with the cold chaimd
others).

The new levels of sales consolidated in the cheegeent after having been duplicated, in physical
volume terms, during the three-year period 20090122 A lower availability of raw milk and
restrictions in the production capacity were themraasons which prevented the level of transastion
in this segment from growing.

b) Sales to Governmental Agencies

Sales to Governmental Agencies decreased by $8Hi@mnor 19.5%, basically due to a three-month
interruption (from March to May) of purchases b frovince of Buenos Aires, which were resumed
in June.

(iif) Business Strategy

Our clear leadership also requires that we contislyomake efforts to preserve the difference from

competing companies. This fact should affect oublehdecisions, but is specially reflected in the

development of new products, an advertisement tdidetowards consumers, the service we render to
the market, basically through our distribution netky and the maintenance of the recognition of our
brands.

We believe that we succeeded in our efforts du@inits3:

« Developments of new products continued, directedatds increasing their added value and
positive effects on consumer’s health. We consitthés policy, which in fact consists in
anticipating market requirements, is necessarydamtain our commercial leadership which we
have obtained throughout our life and to strengtb@ncompetitiveness. We currently have a
wide product portfolio, almost one product for eéiclal user need, and we believe that we will
be able to continue with this policy in the futunith innovations intended to benefit
consumers.

* As regards advertisement, special campaigns wareled in respect of a product or product
family, intended to consolidate our presence inntlaeket (especially in the cheese segment).

* An efficiently operated distribution continued. Veéarrently have 74,000 direct customers,
practically covering all retailers which sell dabyand products.

« Finally, as regards brandta Serenisimahas maintained its clear leadership in the dairy

segment, with a high level of recognition (see Bectl0 hereof for information about
recognition received in the last years).
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(iv) Brazil

Our sales in Brazil are carried out through oursglibry Leitesol, and mainly consist in sales of
powdered milk. Exports of powdered milk from Argeat to Brazil are limited due to a maximum
amount fixed (applicable as from the end of the0s99hus creating in fact a maximum limit to the
sales by Leitesol. During 2013, there were alsaydein the issuances of the licenses needed under
such system —which had a further adverse effeth@tevel of transactions.

Leitesol's sales amounted to US$108.8 million il2@2012: US$99.3 million). Such difference is
based on (i) lower physical volumes (a 6.4% lowethie case of the powdered milk, principally due to
the restrictions mentioned above), and (ii) inceglagverage prices (since Leitesol’s higher coste we
passed on to prices due to the increase of interratprices).

Leitesol has 3,600 customers in Brazil and reacheé®00 points of sale, principally in the
Northwestern area, which is the main consumer ofdeoed milk. Leitesol has a 4.5% share in the total
retail powdered milk market in Brazil and 5.2% shisrthe Northwestern area.

(v) Paraguay

We started commercial activities in Paraguay durB@i2, following the same business model
implemented in Brazil. A series of measures aimegkaching a better efficiency in the marketing of
our products within the country is under analysid enplementation.

(vi) Exports to Third Parties

Exports to third parties amounted to US$ 109 niliio 2013, a 30.9% lower than during the year 2012.
In spite of the good level of international priadspowdered milk, we could not maintain the levél o
exports registered in the previous year, princjpb#cause of the decrease of the exportable balance
due to a decrease of milk domestic production. Hewneduring the last month of the year we received
certain foreign customer advances on account abréxpvhich could not be executed during the fiscal
year, for which reason such decrease would hava heeer. These transactions were undertaken
during the first months of the following fiscal yea

As mentioned in paragraph 2.2 above, we expechdat year that international demand shall remain
stable at least during the first six-month periang consider that a change may occur at the etfteof
year when there is a higher level of milk productiand therefore, higher exportable balances appear
We estimate that our exports will show a slightréase as compared to those of 2013, though at
slightly lower price levels.

5. MANUFACTURING

Production processed at our facilities, after reagla historic record in 2012, showed a 2.8% drop i
2013, in line with the lower milk production. As 2012, both market demand and the usual quality of
our products were duly satisfied. All actions rethto the launching of new products were succdgsful
completed within the time periods set forth in eaake.

We evaluate the need of making investments in ptgpplant and equipment to make our operations
grow taking into account trend changes in the mitiduction and our own financial restrictions. Thus
an increase of the cheese production capacity ghranvestments made for such purpose at Villa
Mercedes facilities was given priority, which intreent is now outstanding and the use of which will
be gradually increased. At the same time, and deroto make certain investments necessary for our
growth as soon as possible, certain actions wémntan order to obtain specific financing for such
purpose.



6. SUBSIDIARIES

In May, 2013, we purchased 99.99% of the capitatisbf Compafiia Puntana de Carnes Elaboradas
S.A. (“COPUCE"), a company engaged in the manufaoguand sale of balanced food and dairy
products, located in Villa Mercedes (Province of &ais) city. The acquired company is under certain
industrial promotion regimes for carrying on it$iaties.

The price of such acquisition was equal to US$3ioni| payable as follows: (i) 25% on the closing
date, and (ii) the balance in four annual conseedutistallments, the first three of them of 20%haf
price and the remaining installment of 15% of thiegy due on May Z1 2014 through 2017. We
recorded a gain arising from this transaction d.&3nillion, due to the excess of our interesthie het
fair value of COPUCE's identifiable and relatededssand assumed liabilities in respect of the paseh
price.

After this purchase certain investments were madba acquired company, in order to increase cheese
production global capacity.

We expect that this new subsidiary together wittstdbione San Luis will have a substantial roleha t
project for the development of a milk producingioegin the Province of San Luis, as another step to
the growth of the dairy industry.

7. HUMAN RESOURCES

7.1. General

The following table sets forth our total numbeleaiployees for the last four years.

Number of Employees in

Year Argentina Brazil Total

2013 4.519 109 4.628
2012 4.473 120 4.593
2011 4.237 118 4.355
2010 3.982 116 4.098

The compensations paid to employees in generat@asaenior managers and officers in particular were
fixed in accordance with the agreements made \ihuhions representing them and varying according
to market practices and amounts, respectively.

7.2. Training

We continued making significant investments inrag our employees during 2013. An aggregate of
790 courses were offered at our facilities, withattendance of 6,400 participants (which impliest th
in the average each employee attended 1.4 coursegloying a total of 54,900 man hours. This
training was implemented taking into account ouecdfc needs, and focused on the personnel
capacities to perform their different duties.

In 2013, 17 employees graduated with an IAE mg&asiness School within the Austral University).
These employees were selected among those havenghaht development potential within our
company, and who render services in all our departsn

We expect to remain active in this respect, now$oty on the development of middle management.
For such purpose, we expect to offer courses at £EMiversity. Our Training Department will
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organize certain courses to be taken at our offiageed at knowing new technologies and solving
operating problems.

8. CORPORATE SOCIAL RESPONSIBILITY

Our policy has always been to work responsiblya &vel that will ensure that we give an integrally

proper treatment to all people and entities thatake in contact with, by means of an internal

organization that is aware of this goal and moeiddoy a group of officers and high-ranking managers
who are committed to this purpose. Also, our atiigiare developed in conditions such that the-long

term sustainability of this policy may be ensured.

This policy has led us to develop multiple actistithroughout the Company’s structure, which are
described in our first Sustainability Report, fischl year 2012. This report was subject to a 8dhit
review by external auditors and is available at corporate websitewiwvw.mastellone.com.ar
Included in this report is not only Mastellone Hn8sA., but also its subsidiaries ConSer S.A.,dsst
Industria e Comercio S.A., Marca 5 Asesores de ®sg8.A., Mastellone San Luis S.A. and Promas
S.A.

Our actions in relation to our corporate socialpogsibility are wide ranging, go beyond our own
organization and extend virtually to all our adies. In fact, these actions converge to create a
management system endowed with an integral vigiod,encompass a humber of key subjects, to be
noted among them:

A well-informed ethical behavior that determineg thasis for a style of management and
ensures an adequate respect for human rights, setids as far as possible to all our
commercial partners (suppliers, customers, etc.).

e Transparency in management and good corporate rymves.

* Aresponsible behavior towards the community, sopleyees and interest groups.

e Arespectful and careful attitude to the environtnen

Some remarks about these key subjects are setfeldkwv:
Ethical Behavior:

Our behavior is based on historical guidelines Haate always oriented our actions, and is set fiorth

an ethics code (which may be consulted in our catpowebsite mentioned above) that encompasses
all our employees (including those of our subsid&r Also, in pursuit of a continuous social
improvement, we intend to disseminate these guidglio our suppliers and customers.

Transparency in Management and Good Corporate Gaagrce:

To ensure transparency in corporate managementeampect for our customers, suppliers, financial
entities, investors from the general public and p@ssons or economic units that we may interadt,wit
we have adopted a code of corporate governancedtiextts the best current practices in this field.

Respectful and Careful Attitude to the Environment:

Our responsibility as regards environmental isauss arises from the above mentioned codes ofsethic
and corporate governance, and is expressed thrautifple actions that may be grouped, for purposes
of description, in six key areas:

e Solid wastes

*  Water resources

¢ Liquid effluents

e Emissions into the atmosphere
»  Efficient use of energy



. Environmental awareness
Solid wastes:

Solid wastes are classified on the basis of thearacteristics, possible treatment and applicable
statutory regulations, in three groups: (i) “blughich are similar to household wastes, (ii) “green
that is, recyclable wastes, and (iii) “black”, qresial wastes. Our purpose is to reduce the geoerat
and achieve a better recycling or reuse of wastes.

Certain secondary activities (maintenance, indalstervices) generate special wastes, which are
allocated to controlled incineration. Used oilsperticular, are transferred to companies authdrize

the Provincial Sustainable Development Authorityb® used as consumables in another production
process. Non special wastes are also generatedwastes that are not toxic and entail no health o

environmental hazards), which are recycled to ttmeost possible extent or transferred to the waste
recovery plants operating within CEAMSE.

Some instances of solid waste recycling are det&igow:

* Low-density (sachets) and high-density (plastiales} polyethylene: it is used to manufacture
black plant pots and black waste bags.

» Polystyrene (plastic pots): it is used to manufecplastic boxes for compact disks.

e Cardboard (milk packages), other plastics, alumimaper: they are used for various purposes,
such as housing construction, manufacturing ohkitcfurniture, etc.

At the same time, a special effort is made to temployees in everything related to the generation,
treatment and disposal of solid wastes, not ontyafo efficient performance of the tasks described
above, but also to extend the notion of environ@alarsponsibility.

Water Resources:

Water is a resource widely used in the milk indysin particular for the exchange of heat in the
pasteurizing process and/or to wash equipment.ttiisrreason varied efforts are made to ensure a
sustainable and responsible use of water on atgtinadi and quantitative basis.

A study of water consumption and industrial prodarct(by plants and areas) is conducted on a
monthly basis for purposes of monitoring the eéfitiuse of this resource.

Special efforts are made to optimize the use oewidirough its generation (for instance, in therdyy
process for the production of powder milk) or rdiryg, consequently reducing the use of the aquier.
30% reuse / recycling ratio had been specificadtyas a goal for 2013, and a 33% ratio was achieved
(which involved a 10% improvement).

Liquid Effluents:

The water used in industrial processes and wagiffifagilities leaves the plant with milk and cleagi
material remains. Consequently, in order to avadugion, this water requires adequate treatment,
usually through the use of wastewater lagoons. Ads@h plant performs monitoring to control the
organic content of liquid effluents in order toifsiate the tasks to be subsequently performedishs
lagoons. As a result, in 2012 we were able to redie organic content of liquid effluents by 7.686 f
chemical components, and 11.7% for biological congmts, and a similar trend was observed in 2013.

Emissions into the Atmosphere:

Emissions into the atmosphere are basically reletexmbustion in steam generators (boilers), which
in general operate on a discontinued basis, andised to heat up water that will be used to wash
equipment. Each of our industrial plants compliéh & monitoring plan according to the requirements
established by competent controlling authorities.

-9-



We have incorporated to our new industrial compfexseneral Rodriguez (our main manufacturing
plant) a new steam generator of a technology thdtices not only fuel consumption, but also the
temperature of chimney gases and formation of NiBis (s one of the gases responsible for climate
change). Also, emissions from certain processeh asscmilk drying and fluid milk packaging are
monitored. Such controls are in line with the reguients established by the Provincial Sustainable
Development Authority (OPDS, by its Spanish ing)ain the framework of our compliance with the
“Permit for the Discharge of Gas Effluents into thtenosphere” that we have been granted.

Efficient use of energy:

Our actions in this respect include:

* Regular monitoring of power consumption by ind@tdperating area, and an analysis of any
departures for correction.

» Actions aimed at reducing consumption: by meanseafin investments (change of luminaries),
for instance, a significant (77%) reduction wasiewsbd in power consumption for lighting
purposes.

* Promotion, through training discussions addressedalt employees and our in-company
dissemination journal, of the adoption of sustaiadtabits that lead to an efficient use of power
resources.

Environmental awareness:

No goal involving environmental protection and imypement may be attained in the absence of an
adequate training of all employees involved. Neitinay those goals be achieved if such training does
not somehow lead employees to apply similar cateritheir personal lives.

For this reason, we provide ongoing training tocait employees in order to promote environmental
awareness, conveying the knowledge and skillsatetequired for activities to be carried out vilte
smallest possible impact on the environment. Algith our suppliers, by involving them in all those
matters that will enable them to reduce the impasiilting from their activities.

Among the actions developed by MHSA in pursuittsfenvironmental goals, the following may be
mentioned:

* Implementation of codes of ethics and corporateegmance, and quality, environmental and
corporate social responsibility policies.

* Implementation of IRAM-ISO 14.001:2004 Voluntarya8dard.
»  Certification of the Company as a “Smoke Free Wiabg'.

* Adherence to the Global Compact: We have voluntahered to this global initiative for the
creation of a working framework that will promotestainable development through the adoption
— as an integral part of our strategy and operatiorof 10 principles of action in relation to:
Human Rights, Labor, Environment and Fight agal@struption. Thus, we have assumed a
commitment to act with responsibility, promoting ttlevelopment of projects or programs aimed
at raising social and environmental awareness, amdequently make a contribution to the
quality of life of the community as a whole.

* A campaign for post-consumption package recycliggobr employees (started in 2009 and
ongoing to this date). By means of this campaignjntend to provide our employees a tool that
will enable us to channel actions designed to Xtemed awareness in relation to the need to
change our habits (in this case, “set aside sonsewdo avoid their use as landfill and make
recycling possible”), (ii) reduce the volume of arbsolid wastes, and (iii) reduce the use of
natural resources (virgin materials) through reogel
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* Taking part (from 2009 to the present) in a profectthe recycling of plastic cups, with the
involvement of employees, recycling companies aitulip welfare entities.

* A gift of recyclable waste to educational or pubdlielfare entities in 2013, to assist them in their
fundraising with the proceeds of the sale of sudstes in order to meet specific needs (Canals
and Leubucd plants).

* A gift of powder milk to public food kitchens in 28, through cooperatives that provide
recyclable waste collection services (Albarifios ¥ause).

* Awareness raising campaign — in 2013 — on a rdtiose of energy and natural resources, by
implementing various actions aimed at raising amass and thus reducing consumption of
electric power, water and printing paper (Gene@fyuez and other Plants in the provinces).

« Joint actions or promotion of joint actions witretMunicipality of General Rodriguez in 2013
(celebration of the World Environment Day, giftstades, talks, lectures, etc.).

9. CORPORATE GOVERNANCE

Our Code of Corporate Governance and our answetheogquestionnaire established by General
Resolution 606/12 of the Argentine Securities Cossion are attached as an Annex to this annual
report. Mr. Pascual Mastellone ceased to perfosrekeécutive duties and left his position as pregide
of the Company, which he had filled since its dmrain 2013, due to health reasons. A shareholders’
meeting held on December 20, 2013 appointed Mg Btmreno — formerly first Vice President of the
Company — as president, and Mr. Antonino Mastellasdirector on behalf of Class A shareholders.

Also, we wish to state that:
* We do not have in place any option plans for timeurgeration of directors and managers.

* The remuneration of the Company’s managers — imofjuds subsidiaries — is established
pursuant to market salaries and conditions.

*  Our financial statements for fiscal year 2013 Hawen consolidated with the financial statements
of the subsidiaries listed below:

Compaiiia Puntana de Carnes Elaboradas S.A.
Con-Ser S.A.

Leitesol Industria e Comercio S.A.

Marca 4 S.A.

Marca 5 Asesores en Seguros S.A.

Mastellone de Paraguay S.A.

Mastellone Hnos. do Brasil Comercial e Industritald.
Mastellone San Luis S.A.

Promas S.A.

» Transactions with these companies have been catipersuant to normal market conditions,
and all data on purchases, sales and balancesvig sh our financial statements.

 Transactions and balances with related entitiesdlarailed in our financial statements for fiscal
year 2013.

* There are no significant contracts, other thandtaetailed in our financial statements for fiscal
year 2013.
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10. RECOGNITIONS AWARDED TO THE COMPANY

Given the size we now have, our leadership in thik mdustry and the social sensitivity that
characterizes our products, it is natural that veeheghly visible in the economic and social scehe
the countries where we do business. This has let U discussed — for several years now — in a
number of studies on subjects of social and busimgsrest.

Our Company received a number of recognitions 82@s detailed below:

Study on Performed by Position
Corporate reputatic Prensa Economi 4
Brand reputation Prensa Econdmica 2
100 Top image companies Apertura — SEL Consultores 5
50 Top branc Target (Apertura— SEL Consultore 4
Reliable brands Reader’s Digest 1
Reputation of companies — General Clarin - MERCO 0 1
Reputation of companies — Food Clarin — MERCO 2
companie
Best brands in the public’s opinion SEL Consultores 1
Company reputation Ambito Financiero - CEOP 7
Brand reputatio Ambito Financierc- CEOF 2

11. FINANCIAL ASPECTS
11.1  Sales of Assets
In June 2013 the following assets were sold to DarBroup companies:

. A milk reception facility (including tanks used ftle transportation of raw milk and related
assets) located in the city of Ranchos, which eagamost exclusively in the reception of raw
milk for Danone Argentina’s industrial plant, atpaice of Ps. 50.5 million. We gained
Ps.25.9 million from this transaction — recorded'@ther gains and losses” in the fiscal year
2013.

. Our interest (0.27%) in the capital stock of Danémngentina, at a price of Ps. 26.6 million. We
obtained from this transaction a gain of Ps. 25lliam — recorded in “Other gains and losses”
in the fiscal year 2013.

. Certain brand names to be used for Danone Argéstimeducts (yogurt, dairy desserts,
spreadable cheese and baby food): (i) brand rfareeer for baby milk and food, (ii) brand
nameSer, for fruit juice powder, and (iii) brand nam@ Serenisimasolely for the sale of the
foregoing products under this trademark in Chileyaguay and Uruguay, for an overall
consideration of Ps. 37.2 million. We gained Ps93#8illion from this transaction— recorded in
“Other gains and losses” in the fiscal year 2013.

The full price was received in cash in 2013. Nohthe assets involved in these transactions wesd us
in, or involved any part of, our core activities.
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11.2 Financial Debt

The following table sets forth a summary of ouraficial debt as of December 31, 2013 and 2012
(amounts in millions of U.S. dollars, convertedthe prevailing exchange rates at the end of each
period):

December 31

2013 2012
Debt under bonds and long-term loans
Due 2013 - 20.0
Final maturity 2015 30.4 36.9
Final maturity 2018 140.9 148.9
Subtotal 171.3 205.8
Other debt 54.1 36.7
Total debt as Principal 2254 242.5
Other
Accrued interest 0.6 0.6
Price differential and bond issue expenses - )(0.2
Adjustment to current value (9.7) (16.2)
Total debt 216.2 226.7
Cash and cash equivale 17 13.t
Net debt 198.5 213.2

In 2013 our debt under bonds and long-term loarsreduced by US$ 34.5 million. This decrease was
due to the full repayment of the Series E Bond,ciwhias due on June 21, 2013, for a total amount of
US$ 20 million; the remaining decrease was dubégoayment, as and when due, of principal amounts
as stipulated under the terms of issue of suchbied@ess. Principal maturities for 2014 amount to
US$ 20.9 million. We continue to work in pursuitagtimizing the terms of such indebtedness so as to
facilitate the sustainable growth of the Comparyisiness.

Other debt mostly reflects Short term financingebolallocated to financing our Working Capital
requirements.

11.3 Interest rate — Year 2014

Pursuant to the terms of our debt finally due ii&0nterest thereon accrues, in addition to itsda
rate, determined pursuant to EBITDA (as definedhia relevant agreements) for the preceding year.
This rate, based on the results of fiscal year 204IBbe 2.4% in 2014.

As a US$ 20 million reduction in our debt due 2@hs 2018 (in addition to agreed maturities) has not
yet been implemented, during 2014 and until sucte tas this debt reduction is completed, the above
financings are entitled to an additional annuadriest rate of 1.25%.

The total interest rate that will accrue on ourgdierm indebtedness will be (the applicable baaie r

being accumulated to the concepts described ab@ydnr debt due 2015, LIBO plus 3.75% (up to
7.25%), and (ii) for debt due 2018, 12.15%.
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12. RESULTS OF THE FISCAL YEAR
12.1 Summary

COMPARATIVE CONSOLIDATED RESULTS 2013/ 2012

2013 2012
Revenues 9,486.8 7,548.9
Cost of sale (6,773.1 (5,457.8
Gross profit 2,713.7 2.091.1
Selling expense (2,086.2 (1,677.1
General and administrative expenses (370.2) (264.8
Investment income 53.8 16.5
Finance co: (164.9 (144.8
Exchange differenct (340.3 (138.4
Other gains and losses 119.5 18.7
Loss before taxes (74.6) (98.8)
Income tax and alternative minimum income tax 16.8 (16.7)
Net loss for the year (57.8) (115.5)
Other comrehensive income, net of income 20.1 53
Total comprehensive loss for the year (37.8) 1n.

Notes:
*  Amounts in millions of Argentine pesos

SIGNIFICANT CHANGES IN THE FINANCIAL POSITION STATE MENT

December 31

2013 2012 Change %

Total current asse 2,0C2.9 1,575.( 427.9 27.2%
Total non-current assets 1,732.2 1,597.4 134.8 8.4%
Total assets 3,735.1 3,172.4 562.7 17.7%
Total current liabilities 1,897.: 1,433.¢ 463.¢ 32.3%
Total non-current liabilities 1,184.2 1,047.4 136.8 13.1%
Total liabilities 3,081.4 2,481.0 600.4 24.2%
Non-controlling interes 0.C 0.C -- n/a
Equity 653.7 691.4 (37.7) (5.5%)

Changes in the financial position statement refiegiart the events referred to throughout thisuahn
report and indicate a prudent management of worgapgtal in the course of the fiscal year.

Notes:
*  Amounts in millions of Argentine pesos

12.2 Financial results

December 31

Concept 2013 2012 Change %
Revenue 9,486.¢ 7,548.¢ 1,937.¢ 25.7%
Operating result 257.3 149.2 108.1 72.5%
% of revenues 2.71% 1.98%
Netloss (57.8 (115.5 57.7 -49.9%
% to revenues (0.6%) (1.5%)

Notes:
*  Amounts in millions of Argentine pesos
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e Operating results: Defined as revenues less cosélet, selling expenses and administrative
expenses.

In spite of a significant nominal improvement of édgting results and also noting the ratio of
Operating results to revenues, such improvementnetaisufficient to offset the adverse effect dadive
from a speed-up of the Argentine peso devaluationgss, which reached 32.6% as compared with the
exchange rates at closing on December 31, 2012@t@1

12.3. Treatment of financial results

Since the financial results of the fiscal year &hde December 31, 2013 threw a $57.8 million nss,lo
the Board of Directors propose to shareholdersbsoi it in its entirety with the special Reserve
established by R.G. N ° 609/12 of the CNV, constiluas approved by the General and Extraordinary
Shareholders "Meeting held on March 26, 2013, whizance as of December®32013, is $186.4
million.

13. OUTLOOK

In the year 2014, the company will have to faceamahallenges, to which we will refer later. Tosthi
end, the company has a strong competitive posiitich can be summarized as follows:

« Access to an extensive network of producers of mailk with which we have a close
relationship developed with many of them for selvgears, providing us a stable supply of raw
milk, ensuring a continuous supply of products e tnarket, keeping at the same time a
significant level of exports.

e An industrial structure which, although requiringd#@ional investments to enable growth,
remains as one of the most important in Latin Agzeri

* A network of efficient distribution, reaching 74@@ustomers, reaching practically all retailers
that sell branded dairy products in the country.

¢ A solid commercial position: (i) all of our salesthe domestic market correspond to families
of products in which we have an important marketrsh(ii) our brands, and especially La
Serenisima, are consistently ranked as the beghdandairy sector and among the most
prestigious in the country, (iii) we have doubledreal terms our sales of cheese in Argentina
(a product which concentrates around the half efdbnsumption of milk in Argentina), (iv)
our solid commercial performance in Brazil, whete esales are limited by quotas on imports
of Argentine powdered milk, and (v) especially 413, the existence of strong international
prices acting as a buffer to eventual limitatiohthe domestic demand.

From the side of the challenges, the main presstom® by the cost of raw milk, wage costs and the
cost of different supplies - such as packagingrggnand costs associated with the distribution.

* Inthe case of the cost of raw milk, the rise ia tiost of production of the dairy farms, together
with the upward pressure arising from internatigmates of powdered milk, set a scenario of
pressure on prices that the company must pay totaiai(and if possible to increase), the
volumes of raw milk received from different prodixe

« For the remaining costs, although there is not ayetaccurate assessment regarding to its
possible evolution, it is highly likely that it Wialso represent significant extra costs.

» These higher costs may not be fully transferrethiomarket, given the existence of limits in

the payment capacity of the consumers and thetyesdlia context which does not foresee for
substantial increases in volumes.
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» The possible effects of the devaluation of the Atoee peso (and to a lesser extent, the
devaluation of the Brazilian real, currency in whiare made our sales in Brazil), especially
during the part of the year on which there are &eg®rts which act as a sort of natural hedge
against the impact of the depreciation of the peso.

Making a balance of strengths and challenges, akidg into account the actions that can be taken by
the management, we are optimistic about the fuatitbe company.

In addition, on the financial side we will continuerking to optimize the company's capital struetur
to ensure the compliance with all financial comnatits (including working capital needs) and at the
same time, ensure the funding required to covec#ipital expenditures needed to generate sustainabl
growth of the company's business.

Buenos Aires, March 7, 2014

JOSE MORENO
President
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MASTELLONE HERMANOS SOCIEDAD ANONIMA

CONSOLIDATED INFORMATIVE SUMMARY
AS OF DECEMBER 31, 2013
(in thousands of Argentine pesos)

1. BRIEF COMMENT ON THE COMPANY’S ACTIVITIES (*)

The financial statements for the year ended on mbee 31, 2013 show a consolidation on the results
of the company, with a substantial increse in casid cash generation generation (or EBITDA), an
improvement in the balance sheet and consolidatiotie marketing and competitive position. The

drop in availability of raw milk did not allow us xpand our level of activity in the period. Opinas

in the last quarter were again - in general termgithin the anticipated trends in our previous

information review. Unfortunately this was not eghuto show a net profit, due to the losses from
exchange differences not compensated by adjustraettie value of property, plant and equipment.

2. CONSOLIDATED FINANCIAL POSITION

2013 2012 2011
(in thousand pesos)

Current assets 2,002,936 1,575,010 1,460,548
Non-current asse 1,732,12. 1,597,37! 1,479482

TOTAL ASSETS 3,735,058 3,172,385 2,940,030
Current liabilities 1,897,221 1,433,589 1,067,418
Non-current liabilities 1,184,167 1,047,379 1,070,964

TOTAL LIABILITIES 3,081,388 2,480,968 2,138,382
Equity attributable to owners of the Company 653,62 691,407 801,638
Non-controlling interests 18 10 10

TOTAL EQUITY 653,670 691,417 801,648

TOTAL LIABILITIES AND EQUITY 3,735,058 3,172,385 2,940,030

3. CONSOLIDATED STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE

INCOME
2013 2012 2011
(in thousand pesc
Operational results — income 257,308 149,189 168,814
Investment incomeFinance co:and foreign excknge
differences (451,343) (266,629) (179,850)

Other gains and losses 119,471 18,673 4,259

Loss before taxes (74,564) (98,767) (6,777)
Income tax and alternative minimum income tax 16,754 (16,729) (1,446)

NET LOSS FOR THE YEAR (57,810) (115,496) (8,223)

Other comprehensive income (loss) 20,058 5,265 (3,776)

TOTAL COMPREHENSIVE LOSS FOR THE YEAR (37,752) (110,231) (11,999)
Net loss attributable to:

Owners of the Company (57,813) (115,496) (8,223)

Non-controlling interest 3

Net loss for the year (57,810) (115,496) (8,223)
Total comprehensive loss attributable to:

Owners of tle compan (37,755, (110,231 (12,999

Non-controlling interesi 3

Total comprehensive loss for the year (37,752) (110,231) (11,999)
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4. CONSOLIDATED STATEMENT OF CASH FLOWS

2013 2012 2011
(in thousand pesos)
Cash flows provided by operating activii 36¢,98¢ 317,73: 219,62¢
Cash flows used in investing activities (117,773)(203,264)  (139,114)
Cash flows used in financing activities (202,998)(112,497) (56,320)
Cash and cash equivalents provided in the year 492 1,970 24,194

5. PRODUCTION AND SALES VOLUME (*)
ACUMULATED SALES

2013 2012 2011
(in thousand liters of milk)
Domestic marke 1,58(,857 1,635,88  1,50872¢
Foreign market 311,839 324,469 317,185
Total 1,892,696 1,960,351 1,825,914

The production volumes are similar to sales volumhes to the perishable nature of marketed

products.
6. RATIOS
2013 2012 2011
Current assets to current liabilities 1.06 1.10 1.37
Equity attributable to owners of the Company to to
liabilities 0.21 0.28

Non-current assets to total assets 0.46 50 0. 0.50

Loss to shareholders’ equity (0.09) (0.15)

7. OUTLOOK (¥)

019.

In the year 2014, the Company will have to faceameahallenges, to which we will refer later. Tosthi

end, the company has a strong competitive posiitich can be summarized as follows:

e Access to an extensive network of producers of raik with which we have a close
relationship developed with many of them for selvgears, providing us a stable supply of raw
milk, ensuring a continuous supply of products he tnarket, keeping at the same time a

significant level of exports.

¢ An industrial structure which, although requiringdéional investments to enable growth,

remains as one of the most important in Latin Agzeri

* A network of efficient distribution, reaching 74@@ustomers, reaching practically all retailers

that sell branded dairy products in the country.
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A solid commercial position: (i) all of our salesthe domestic market correspond to families
of products in which we have an important markedrsh(ii) our brands, and especially La
Serenisima, are consistently ranked as the beghdndairy sector and among the most
prestigious in the country, (iii) we have doubledréal terms our sales of cheese in Argentina
(a product which concentrates around the half efdbnsumption of milk in Argentina), (iv)
our solid commercial performance in Brazil, whets sales are limited by quotas on imports
of Argentine powdered milk, and (v) especially f§¥13, the existence of strong international
prices acting as a buffer to eventual limitatiohthe domestic demand.

From the side of the challenges, the main presstom® by the cost of raw milk, wage costs and the
cost of different supplies - such as packagingrggnand costs associated with the distribution.

In the case of the cost of raw milk, the rise ia tiost of production of the dairy farms, together
with the upward pressure arising from internatigmates of powdered milk, set a scenario of
pressure on prices that the company must pay totaiai(and if possible to increase), the
volumes of raw milk received from different prodrse

For the remaining costs, although there is not aretaccurate assessment regarding to its
possible evolution, it is highly likely that it Wialso represent significant extra costs.

These higher costs may not be fully transferrethéomarket, given the existence of limits in
the payment capacity of the consumers and thetyesdlia context which does not foresee for
substantial increases in volumes.

The possible effects of the devaluation of the Atgee peso (and to a lesser extent, the
devaluation of the Brazilian real, currency in whiare made our sales in Brazil), especially
during the part of the year on which there are éeg®rts--which act as a sort of natural hedge
against the impact of the depreciation of the peso.

Making a balance of strengths and challenges, akidg into account the actions that can be taken by
the management, we are optimistic about the fuatitbe company.

In addition, on the financial side we will continu@rking to optimize the company's capital struetur
to ensure the compliance with all financial comnaitits (including working capital needs) and at the
same time, ensure the funding required to covec#ipital expenditures needed to generate sustainabl
growth of the company's business.

8.

CALCULATION OF THE EBITDA OF THE COMPANY  (*)

A calculation of EBITDA (according to its definitiounder the terms of the agreement of the debt
refinancing of May 2010) (“Contractug EBITDA”) for the years ended December 31, 2013 2002

is included below. This calculation is presentety @a be used as guidance by holders and any other
interested parties. The calculation, which is state thousands of pesos, should be considered an
estimate subject to adjustments and not to bedioation, either explicit or implicit, of the Coafrtual
EBITDA amount for the future.
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2013 2012
1 Netloss for the year (57,810) (115,496)

Less:
Gain on disposal of property, plant and equipment (25,902)

Subtotal (83.712) (115,496)
2 Income tax and alternative minimum income tax 16,754) 16,729
3 Amortizatior
Amortization of intangible assets 16,214 722
4 Depreciation 123,765 107,839
Depreciation of property, plant and equipment, and
others 123,595 107,669
Depreciation of investment property 170 170
5 Fixed charges 164,930 144,806
Finance cost 164,930 144,806

Secured debt payments by the Company
Payment of dividends on prefed stocl

6 340,25! 138,35:
All exchange differences 340,255 138,351
All the inflation adjustment

7 Other charges which have not and will not imply a

cash movement (34,513)

Gain on acquisition of subsidiary (35,194)

Write-off of spare parts 681

Total contractual EBITDA 510,185 292,951

Contractual EBITDA as of December 31, 2013, statethe closing exchange rate, amounts to
approximately US$ 78 million. Consequently, thetaugent interest established in the terms of the
loan contract maturing in 2018 amounts to 2.4%.all atterest rate for such debt in 2014,
including the 1.25% for not having completed thendeory reduction of debt, will be 12.15%.

(1) Contractual EBITDA may differ from the EBITDA or Austed EBITDA, all being measures that the Compaay
present in other documents and that shows additinf@mation about its ability to pay its debiyt that do not
arise from professional accounting standards. Nonfof EBITDA should be considered in isolation & a
substitute of other measures of financial perforceaor liquidity or as a substitution of measureisirag from
professional accounting standards. We believe EHBATDA is a measure commonly reported and widelgduby
investors and other interested parties in the immguss a measure of a company’s operating perfaceamd debt
servicing ability because it assists in comparieg@mance on a consistent basis without compudiygyeciation
and amortization charges, among others. Howeventr@ctual, Adjusted EBITDA or similar measures nmay be
comparable in all instances to other similar typlsieasures used by other companies

(*) Information not reviewed by the Auditors.

Buenos Aires, March 7, 2014

JOSE A. MORENO
Presidente
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MASTELLONE HERMANOS SOCIEDAD ANONIMA

CONSOLIDATED STATEMENT OF FINANCIAL POSITION AT DEC EMBER 31, 2013

(in thousands of Argentine pesos)

ASSETS
CURRENT ASSETS

Cash and cash equivalents
Other financial assets
Trade accounts receivable
Tax credits
Other receivables
Inventories

Total Current Assets

NON-CURRENT ASSETS

Other financial assets

Tax credits

Other receivable

Deferred tax asse

Advances to suppliers

Property, plant and equipment, and others

Investment property

Goodwill

Intangible assel

Other assets
Total Non-Current Assets
TOTAL ASSETS

LIABILITIES
CURRENT LIABILITIES
Trade payable
Borrowings
Accrued salaries, wages and payroll taxes
Taxes payable
Advance from customers
Provisions
Other liabilities
Total Current Liabilities
NON-CURRENT LIABILITIES
Trade payable
Borrowings
Taxes payable
Deferred tax liabilitie
Provisions
Other liabilities
Total Non-Current Liabilities
TOTAL LIABILITIES

EQUITY

Common stoc
Reserves
Retained earnings — including net result for therye
Equity attributable to owners of the Company
Non-controlling interests

TOTAL EQUITY

TOTAL LIABILITIES AND EQUITY

Notes 2013 2012
5 115,288 66,071
6 20,755 23,580
7 and 28 796,551 698,372
8 65,505 37,341
9 and 28 40,887 25,461
10 and 28 963,950 724,185
2,002,936 1,575,010
6 6,671 4,509
8 52,677 22,970
9 and 2 24,21¢ 31,77:
19 11,63 4,25:
18,185 19,401
11and 28 1,555,039 1,496,573
1,360 1,679
3,121 3,121
12 50,58: 2,87(
8,639 10,227
1,732,122 1,597,375
3,735,05 3,172,38.
13 941,978 810,420
14 and 28 457,386 344,642
15 263,076 170,815
16 106,924 75,824
110,976 22,781
17 1,273 1,897
18 15,608 7,210
1,897,22. 1,433,58'
9,731 7,511
14 and 28 952,266 770,314
16 and 28 51,498 57,156
19 125,77: 187,16
17 22,444 21,030
18 22,456 4,206
1,184,167 1,047,379
3,081,388 2,480,968
457,547 457,54°
253,918 47,444
(57,813) 186,416
653,652 691,407
18 10
653,670 691,417
3,735,058 3,172,385

The accompanying Notes are an integral part ofdbisolidated financial statement.
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MASTELLONE HERMANOS SOCIEDAD ANONIMA

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE

INCOME FOR THE FISCAL YEAR ENDED DECEMBER 31, 2013
(in thousands of Argentine pesos)

Notes 2013 2012
Revenue 20 9,486,813 7,548,87:
Cost of sales 21 (6,773,082) (5,457,779)
Gross profit 2,713,73: 2,091,09:
Selling expenses 22 (2,086,220) (1,677,143)
General and administrative exper 22 (370,207 (264,760
Investment income 23 53,842 16,528
Finance cost 24 (164,930) (144,806)
Foreign exchangeosses (340,25 (138,351
Other gains and losses 25 119,471 18,673
Loss before taxe (74,564 (98,767
Income tax and alternative minimum income tax 26 16,754 (16,729)
NET LOSS FOR THE YEAR (57,810 (115,496
Other comprehensive income (los
Items that may be subsequently reclassified tatppofoss:
Exchange differences on translating foreign openati 20,922 5,596
Income tax 26 (864) (331)
Other comprehensive income, net of income tax 20,058 5,265
TOTAL COMPREHENSIVE LOSS FOR THE YEAR (37,752) (110,231)
Net loss attributable to:
Owners of the Company (57,813) (115,496)
Non-controlling interests 3
Net loss for the year (57,810) (115,496)
Total comprehensive loss attributable to:
Owners of the Company (87,755) (110,231)
Non-controlling interests 3
Total comprehensive loss for the year (37,752) (110,231)

The accompanying Notes are an integral part ofdbisolidated financial statement.
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MASTELLONE HERMANOS SOCIEDAD ANONIMA

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY FOR THE FISCAL YEAR ENDED DECEMBER 31, 2013

(in thousands of Argentine pesos)

Shareholders' Reserves Retained Equity attributable to: Total
contributions earnings
Common Legal Facultative Foreign Special reserve (losses) Owners Non
Stock reserve reserve currency established by of the controlling
translation General Resolution parents interest
reserve N° 609/12 of the
CNV

Balance at December 31, 2011 457,547 15,273 (3,776) 332,594 801,638 10 801,648
Net loss for the year (115,496) (115,496) (115,496)
Other comprehensive income for the year, net ofrimeo

tax 5,265 5,265 5,265
Total comprehensive income (loss) for the year 5,265 (115,496) (110,231) (110,231)
Resolution of General Ordinary Shareholders’ Meeting

held on March 27, 2012:

Appropriation to facultative reserve (Note 3.17) 30,682 (30,682)
Balance at December 31, 2012 457,547 15,273 30,682 1,489 186,416 691,407 10 691,417
Net loss for the year (57,813) (57,813) 3 (57,810)
Other comprehensive income for the year, net ofrimeo

tax 20,058 20,058 20,058
Total comprehensive income (loss) for the year 20,058 (57,813) (37,755) 3 (37,752)
Resolution of General Ordinary and Extraordinary

Shareholders’ Meeting held on March 26, 2013:

Appropriation to special reserve (Note 3.17) 186,416 (186,416)
Non-controlling interest arising on the acquisitafn

Campania Puntana de Carnes Elaboradas S.A. and its

capital increase 5 5
Balance at December 3, 201: 457,547 15,273 30,68: 21,547 186,416 (57,813) 653,652 18 653,670

The accompanying Notes are an integral part ofdbisolidated financial statement.
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MASTELLONE HERMANOS SOCIEDAD ANONIMA
CONSOLIDATED STATEMENT OF CASH FLOWS FOR THE FISCAL YEAR ENDED

DECEMBER 31, 2013
(in thousands of Argentine pesos)

Cash flows from operating activities

Net loss for the ye.

Adjustments to reconcile net loss for the yeardbaash provided by

operating activities:

Income tax and alternative minimum income tax agdru

Finance cost

Foreign exchange losses
Depreciation of property, plant and equipment, atner:
Additions to provision for doubtful accounts, sedééates and provisior

(net of reversals)

Write-off of spare parts
Depreciation of investment property
Amortization of intangible assets
Gain on acquisition of subsidiary

Gain on sale of investments in other companies

Gain on sale of property, plant and equipment,@hdrs and investment

property

Changes in working capit

Subtota

Payments of income tax aalternative minimum income t
Net cash generated by operating activities

Cash flows from investing activities

Payment for property, plant and equipment, and ot

Payments for intangible assets
Proceed (payment) from sal¢ (to acquiri) other financial asse
Proceeds from sale of subsidiary comg
Proceeds from dispos of property, plant and equipment, and ot and
investment property
Net cash outflow on acquisition of subsidiary
Contributions from non-controlling interest on aigition of subsidiary
Proceeds from sale of investments in other companie
Proceeds from (payments for) other assets
Net cash used in investing activities

Cash flows from financing activities

Net variation in loar
Payments of interes

Net cash used in financing activities

Increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Note 2013 2012
(57,810) (115,496,
(16,754) 16,729
164930 144,806
356,513 150,59
123,595 107,66
31933 11,348
681
170 170
16,214 722
(35,194)
(25,077)
(30,833) (7,196)
528,368 309,351
27 (125,655 30,774
402,713 340,125
(32,725) (22,394)
369,988 317,731
(199,948) (202,919)
(680)
663 (16,267)
2,772 9,172
59,595 12,623
(6,845) (5,000)
5
26,605
60 (873)
(117,773) (203,264
(58,487 (3,459
(144,511 (109,038
(202,998) (112,497)
49,217 1,970
66,071 64,101
115,288 66,071

The accompanying Notes are an integral part ofdbisolidated financial statement.
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MASTELLONE HERMANOS SOCIEDAD ANONIMA

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE FISCAL
YEAR ENDED DECEMBER 31, 2013

(in thousands of Argentine pesos)

1. GENERAL INFORMATION

Mastellone Hermanos S.A. (hereinafter “Mastellonerrhianos S.A.” or the “Company”) is a
sociedad anonima under the laws of Argentina, regid with the Public Registry of Commerce on
May 17, 1976. The term of the Company expires omditber 5, 2060. Its legal address is in Juana
Manso N° 555, 8 Floor, Suite “A”, City of Buenos Aires.

The main activity of the Company is the manufacigrand distribution of dairy products. The
Company process and distribute a broad line ohfasiry products including fluid milk, cream
and butter, as well as long-life milk products,luding cheese, powdered milk and caramelized
condensed milk, which is known in Argentina andoalor as dulce de leche. The Company markets
its dairy products under several brands namesuditg La Serenisima, La Armonia, Ser and
Fortuna and to a lesser extent, the brand of sdrite major customers.

The breakdown of consolidated companies in thesmfial statements is exposed in Note 2.5.
2. BASIS OF PREPARATION OF THE CONSOLIDATED FINANCIAL STATEMENTS

2.1 Statement of compliance of International Finanal Reporting Standards (‘IFRS’) and
basis of preparation

The consolidated financial statements for the figear ended December 31, 2013 have been
prepared in accordance with International FinarRigorting Standards (‘IFRS’). The adoption
of such standards, as issued by the Internatiowabuénting Standards Board (‘IASB’), was
established by Technical Resolution N° 26 issuedhieyArgentine Federation of Professional
Councils in Economic Sciences (“F.A.C.P.C.E.”) dndthe Comision Nacional de Valores
("CNV"), Argentine Securities Commission. In accamte with the above mentioned
accounting standards and regulatory standards, &RSnandatory for fiscal year beginning
January 12012.

The figures and other information for the fiscahyended December 31, 2012 are an integral
part of these consolidated financial statementsardintended to be read only in relation to
those financial statements.

The legal currency in Argentina is the Peso. Thesobdated financial statements are presented
in thousands of Pesos.

The consolidated financial statements have beeslaied into English for the convenience of

English-speaking readers. The consolidated finarstedements are the English translation of
those originally issued by Mastellone Hermanos $ASpanish and presented in accordance
with IFRS.

2.2 Applicable accounting policies

The consolidated financial statements have beqmaped under the historical cost conventions,
except for the revaluation of certain non-curressteds and financial assets that are measured at
revalued amounts at the transition date (Janu8yy2Qa11) or fair values at the end of each
reporting period, as explained in the accountinigcigs in Note 3. Usually, the historical cost is
based on the fair value of the consideration gimesxchange for the assets.
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Fair value is the price that would be receivedeib an asset or paid to transfer a liability in an
orderly transaction between market participanth@tmeasurement date, regardless of whether
that price is directly observable or estimated gianother valuation technique. In estimating
the fair value of an asset or a liability, the Camyp takes into account the characteristics of the
asset or liability if market participants would ¢éakhose characteristics into account when
pricing the asset or liability at the measuremeated Fair value for measurement and/or
disclosure purposes in these consolidated finarst&iements is determined on such a basis,
except for share-based payment transactions tlatwéhin the scope of IFRS 2, leasing
transactions that are within the scope of IAS Tifl measurements that have some similarities
to fair value but are not fair value, such as ealizable value in IAS 2 or value in use in IAS
36.

In addition, for financial reporting purposes, fa#lue measurements are categorized into Level
1, 2 or 3 based on the degree to which the inputke fair value measurements are observable
and the significance of the inputs to the fair ealmeasurement in its entirety, which are
described as follows:

* Level 1 inputs are quoted prices (unadjusted) itivacmarkets for identical assets or
liabilities that the entity can access at the meamant date;

* Level 2 inputs are inputs, other than quoted pricesuded within Level 1, that are
observable for the asset or liability, either dilor indirectly; and

« Level 3 inputs are unobservable inputs for thetamskability.

The principal accounting policies are describeNate 3.

The preparation of these financial statementstaeadsponsibility of the Company's Board of
Directors and requires accounting estimates anghjahts of the administrators when applying

financial standards. Areas of high complexity whiehjuire more judgments or those in which
assumptions and estimations are more significantiarailed in Note 4.

2.3New standards and interpretations effective from iscal year beginning on January 1,

2013 which are material to the Company

e The amendments to IAS 1 (Presentation of finanstatements) require items of other
comprehensive income to be grouped into two categiona) items that will not be
reclassified subsequently to profit or loss andit@aps that may be reclassified subsequently
to profit or loss when specific conditions are m&dditionally, new terminology for the
statement of comprehensive income and income sgmenvere introduced. Under the
amendment to IAS 1, the “statement of comprehersis@me” is renamed the “statement of
profit or loss and other comprehensive income”. iBgEact of these presentation changes in
the consolidated statement of profit or loss amgiotomprehensive income.

* Under IFRS 10 there is only one basis for constibdathat is control, which contains three
elements: power over an investee, exposure or siigtd variable returns from its
involvement with the investee, and the ability 82 its power over the investee to affect the
amount of the investor’s return. IFRS 10 replabesconsolidation requirements described
in SIC 12 "Consolidation - Specific purpose ensitiand IAS 27 "Consolidated and separate
financial statements”. The application of this dimd did not affect significantly the
amounts set out in relation to assets and liagslitif the Company.

* IFRS 12 applies to entities that hold interestsubsidiaries, joint arrangements, associated

or unconsolidated structures. IFRS 12 requiredalisce objectives, as well as what are the
minimum disclosures to be provided to meet thegectibes, which are those that help users
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of financial statements to assess the nature akd essociated with investments in other
entities. The changes did not affect significaritly disclosures in the financial statements of
the Company.

* IFRS 13 requires one structure for fair value measents when it is required by another
IFRS. This IFRS applies to elements of both finahand non-financial assets and liabilities
measured at fair value. Fair value is measureti@ptice that would be received to sell an
asset or paid to transfer a liability in an ordergnsaction between market participants at the
trade date. Additionally, there are more extensiiglosure requirementsor example,
quantitative and qualitative disclosures based hmthree-level fair value hierarchy. See
impact of these presentation changes in Note 31.

2.4 Standards and interpretations not yet adopted
The Company did not adopt the following standaregision of standards and interpretations as

per the application of the mentioned pronouncemargsnot required for the fiscal year ended
December 31, 2013.

Standard Name
IFRS 9 Financial instrumerits
Amendments to IAS 32 Financial instruments: prestéont
Amendments to IFRS 10, IFRS 12 and IA®€onsolidated financial statements, Disclosure
27 of interests in other entities and Separate
financial statements
IFRIC 21 Levies’
Amendments to IFRSs (annual cycle 2010Various IFRS$
2012)
Amendments to IFRSs (annual cycle 2011Various IFRS%
2013)

! Indefinite mandatory date.
? Effective for fiscal years beginning on or aftandary ', 2014.
% Effective for fiscal years beginning on or aftelyJif, 2014.

¢ |FRS 9 "Financial instruments" issued in Novemib@®and revised in October 2010 and in
December 2011, introduces new requirements forctassification and measurement of
financial assets and liabilities.

IFRS 9 requires all recognized financial assets dha within the scope of IAS 39 Financial

instruments - Recognition and measurement to beespiently measured at amortized cost
or fair value. Specially, debt investments that bhedd within a business model whose

objective is the contractual cash flows, and theatehcontractual cash flows that are solely
payments of principal and interest on the principaistanding are generally measured at
amortized cost at the end of subsequent accoupérigds. All other debts investments and
equity instruments are measured at their fair \walaethe end of subsequent accounting
periods.

The most significant effect of IFRS 9 regarding ttlassification and measurement of
financial liabilities relates to the accounting fdranges in fair value of a financial liability
(designated as at fair value through profit or J@tibutable to changes in the credit risk of
that liability. Specifically, under IFRS 9, for fincial liabilities that are designated as at fair
value through profit or loss, the amount of chamgéhe fair value of the financial liability
that is attributable to changes in the credit rigkthat liability is recognized in other
comprehensive income, unless the recognition ofefiects of changes in the liability's
credit risk in other comprehensive income wouldatgeor enlarge an accounting mismatch
in profit or loss. Changes in fair value attribugato a financial liability's credit risk are not
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subsequently reclassified to profit or loss. Prasig, under IAS 39, the entire amount of the
change in the fair value of the financial liabilifgsignated as at fair value through profit or
loss was recognized in profit or loss.

In November 2013, the IASB issued amendments t&IBRis part of the hedge accounting
phase of its project on accounting for financiatioments. The changes include the removal
of IFRS 9’s mandatory effective date (which forrgeras January 1, 2015) to give the IASB

more time to finalize other aspects of its profatiaccounting for financial instruments.

The Company’s Board of Directors has not determthedpotential impact of this change
due to the indefinitive mandatory transition date.

The amendments to IAS 32 (Financial instrumentss@mtation) clarify existing application
issues relating to the offset of financial assetsl dinancial liabilities requirements.
Specifically, the amendments clarify the meaning'afrrently has a legally enforceable
right of set-off".

The Company’s Board of Directors anticipates thagérmdments to IAS 32 will be adopted in
the financial statements of the Company for thealiyear beginning January 1, 2014 and
will be applied retrospectively. It is likely thahanges will not affect significantly the
disclosures in the financial statements of the Camyp However, it is not possible to
determine the potential impact in a reasonable eranntil a detailed review is completed.

The amendments to IFRS 10 introduce an exceptiom fthe requirement to consolidate
subsidiaries for an investment entity. In termstloé exception, an investment entity is
required to measure its interests in subsidiartefaia value through profit or loss. The
exception does not apply to subsidiaries of investnentities that provide services that
relate to the investment entity’s investment atiggi Consequential amendments to IFRS 12
and IAS 27 have been made to introduce new dis®osequirements for investment
entities.

The Company’s Board of Directors anticipates thatdmendments will be adopted in the
financial statements of the Company for the figegr beginning January 1, 2014. It is likely
that changes will not affect significantly the amtsi set out in relation to assets and
liabilities of the Company. However, it is not pitds to determine the potential impact in a
reasonable manner until a detailed review is cotagle

IFRIC 21 (Levies) provides guidance on when to gaére a liability for a levy imposed by
a government.

The Company’s Board of Directors anticipates tR&RIC 21 will be adopted in the financial
statements of the Company for the fiscal year beggmJanuary 1, 2014. 1t is likely that
changes will not affect significantly the amourgs$ gut in relation to assets and liabilities of
the Company. However, it is not possible to detearthe potential impact in a reasonable
manner until a detailed review is completed.

The annual improvements to IFRSs (2010-2012 cyiclgpduce amendments to various
standards, including amendments to IAS 16 (Propetgnt and equipment), to IAS 19
(Employee benefits), to IAS 24 (Related partieg)]AS 38 (Intangible assets), to IFRS 2
(Share based payments), to IFRS 3 (Business cotitnipaand to IFRS 8 (Operating
segments).

The Company’s Board of Directors anticipates thahsamendments will be adopted in the

financial statements of the Company for the figegr beginning January 1, 2015. It is likely
that changes will not affect significantly the amtsi set out in relation to assets and
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liabilities of the Company. However, it is not pibds to determine the potential impact in a
reasonable manner until a detailed review is cotagle

¢ The annual improvements to IFRSs (2011-2013 cyiciepduce amendments to various
standards, including amendments to IAS 40 (Investnpeoperty), to IFRS 1 (First time
adoption), to IFRS 3 (Business combination) andFRS 13 (Fair value measurement).

The Company’s Board of Directors anticipates thahsamendments will be adopted in the
financial statements of the Company for the figear beginning January 1, 2015. It is likely
that changes will not affect significantly the amtsi set out in relation to assets and
liabilities of the Company. However, it is not pibds to determine the potential impact in a
reasonable manner until a detailed review is cotagle

2.5 Basis of consolidation

The consolidated financial statements of Mastellbieemanos Sociedad Andénima include the
stand-alone financial statements of the parentiemndubsidiaries. Subsidiary companies are
those where the Company has the control of theidiabes, which is based on the following
three elements: power over an investee, exposuregbts, to variable returns from its
involvement with the investee, and the ability seuts power over the investee to affect the
amount of the investor’s return.

The Company reassesses whether or not it controlsnaestee if facts and circumstances
indicate that there are changes to one or moreeathiree elements of control listed above.

When the Company has less than a majority of thmgaights of an investee, it has power

over the investee when the voting rights are sefficto give it the practical ability to direct the

relevant activities of the investee unilaterallheTCompany considers all relevant facts and
circumstances in assessing whether or not the Quyigoaoting rights in an investee are

sufficient to give it power, including:

» the size of the Company's holding of voting righttative to the size and dispersion of
holdings of the other vote holders;

¢ potential voting rights held by the Company, othate holders or other parties;
 rights arising from other contractual arrangemeast

« any additional facts and circumstances that indit@t the Company has, or does not have,
the current ability to direct the relevant actiestiat the time that decisions need to be made,
including voting patterns at previous shareholdee®tings.

Consolidation of a subsidiary begins when the Cambtains control over the subsidiary and
ceases when the Company loses control of the sabsi@pecifically, income and expenses of
a subsidiary acquired or disposed of during the gea included in the consolidated statement
of profit or loss and other comprehensive inconoenfthe date the Company gains control until
the date when the Company ceases to control tredsaty.

Total comprehensive result of subsidiaries istaitad to the owners of the Company and to the
non-controlling interests even if this results e tnon-controlling interests having a deficit
balance.

When necessary, adjustments are made to the falastaiements of subsidiaries to bring their
accounting policies into line with the Company's@amting policies.
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The financial statements of the subsidiaries, \natistered offices abroad, used to prepare the
consolidated financial statements were issued cordance with IFRS. Assets, liabilities and
equity accounts were converted into pesos consigliehie exchange rate prevailing at the date
of these financial statements. The income and esggeaccounts were converted into pesos
according to the exchange rate prevailing at thieofreach month.

The main consolidation adjustments are the follgsin

 elimination of assets, liabilities, income andpemses of the parent with those of its
subsidiaries, in order to disclose the balancestaiaied effectively with third parties; and

« offset the carrying amount of the parent's invesit in each subsidiary and the parent's
portion of equity of each subsidiary.

Detailed below are the subsidiaries whose finansiatements have been included in these
consolidated financial statements:

% of direct and indirect participation
in capital stock and votes

Company Main activity Country 201z 201z
Compafiia Puntana de Carng8taughtering, preparation and preserval
Elaboradas S.A. (1) of meat and production and storage of
miscellaneous food products Argentina 99.99
Con-Ser S.A. Transportation services, services for
vehicle, sale of parts and distribution of
cooling equipments Argentina 100.00 100.00
Leitesol Industria e Production and distribution of dairy
Comercio S.A. products Brazil 100.00 100.00
Marca 4 S.A. Ownership, administration and legal
defense of trademari@erandLa
Serenisima Argentina 99.99 99.99
Marca 5 Asesores en Seguros
S.A. Insurance broker Argentina 99.99 99.99
Mastellone de Paraguay S.Amport and distribution of dairy products Paraguay 100.00 100.00

Mastellone Hermanos do
Brasil Comercial e

Industrial Ltda. Inactive Brazil 100.00 100.00
Mastellone San Luis S.A. Manufacturer of dairy prots Argentina 99.99 99.99
Promas S.A. Agricultural exploitation Argentina 100 100.00
Transporte Lusarreta

Hermanos S.A. (2) Inactive Argentina 100.00

(1) Company acquired in 2013 fiscal year.

(2) This company, which was indirectly controlled by Mdlene Hermanos S.A. because it was controlled by
Con-Ser S.A., was merged into Con-Ser S.A. on this lo@$inancial statements as of December 31, 20h2.
merger was effective January 1, 2013. The mergerregistered with the Companies’Inspection Bureau on
November 15, 2013.

The financial position statements of Mastelloneri@nos Sociedad Andnima as of December
31, 2013 and 2012 and the statementgprafit or loss and other comprehensive income,
changes in equity and cash flows for the fiscatyesaded December 31, 2013 and 2012, were
consolidated based on financial statements of ubsidiaries companies for the years ended at
such dates.

The Company acquired 99.99% of the capital stodkarhpafia Puntana de Carnes Elaboradas
S.A. (“Copuce”) in May 2013. Such company is lochite the city of Villa Mercedes, Province
of San Luis and is included in the régime for préeddandustrial activities for the developing of
certain activities, including the manufacturing adiry products. The acquisition price was
approximately 35 million of pesos, from which ()% was paid at the date of acquisition, (ii)
5% was retained to settle eventually payments eglad unexpected issues at the date of
acquisition (the remaining balance, according te definitions established in the purchase
agreement, if any, will be reimbursed to the ssjland (iii) the remaining balance will be paid
in four annual and consecutive installments, thg tihree installments corresponding each to
20% of the purchase price, and the last one forehwining 15%, each installment being due
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on May 21, from years 2014 to 2017.

In accordance with the acquisition method describetFRS 3 “Business combinations”, the
Company allocated the cost of the business combmatf Copuce shares at the acquisition
date. The identifiable assets acquired and ligsliassumed were measured at fair value, based
on financial information as of May 31, 2013. Asansequence of such allocation, the value of
Copuce’s net assets was higher than the book wélGepuce in approximately 63 million of
pesos. The excess of the acquirer's interest im¢héair value of acquiree's identifiable assets
and liabilities over the acquisition cost, whicha@amts approximately to 35 million of pesos,
was recognized in profit and loss as a “bargaircipase”. Such gain was included in “Other
gains and losses” caption in the statement of Poofbss and other comprehensive income.

The initial accounting of the business combinatiil be completed once the Company’s

Management obtains the final accounting informatiwhthe acquired company, and, if

necessary, the provisional amounts recognized atcthrent financial statements shall be
retrospectively adjusted to reflect the new infatiora obtained about facts and circumstances
that existed as of the acquisition date and, ifvkmowould have affected the measurement of
the amounts recognized as of that date.

. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
3.1 Functional and presentation currency

The items of the financial statements of each duadesed entity are measured using the
currency of the main economic environment in whigierates (the functional currency).
The functional currency of the parent company ahd subsidiaries established in
Argentina, is the Peso (legal currency of Argentinahich is also the presentation
currency of these consolidated financial statemefitse functional currency of the
Brazilian subsidiaries (Leitesol Industria e Com@r§.A. and Mastellone Hermanos do
Brasil Comercial e Industrial Ltda.) and the Paeagun subsidiary are the Reais and the
guarani, respectively.

In the consolidated financial statements, assefsliahilities of foreign subsidiaries have
been translated into Pesos using the exchangepratailing at year-end. Income and
expenses have been translated at the month averagenge rate. The exchange
differences are classified in other comprehensesult and included in equity under
caption “Foreign currency translation reserve”.

3.2 Foreign currency

In preparing the financial statements of each iiddial entity, transactions in currencies
other than the entity’s functional currency (foreurrencies) are recognized at the rates of
exchange prevailing at the dates of the transaxtiém the end of each reporting year,
monetary items denominated in foreign currenciesrairanslated at the rates prevailing at
that date. Non-monetary items carried at fair valbat are denominated in foreign
currencies are retranslated at the rates prevadlinthe date when the fair value was
determined. Non-monetary items that are measuréerims of historical cost in a foreign
currency are not retranslated.

Exchange differences on monetary items are recedniz profit and loss in the year in
which they arise.

3.3 Financial instruments

Financial assets and financial liabilities are grased when a group entity becomes a party
to the contractual provisions of the instruments.
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3.4

Financial assets and financial liabilities areiatly measured at fair value. Transaction
costs that are directly attributable to the acqoisior issue of financial assets and financial
liabilities (other than financial assets and finahtabilities at fair value through profit or
loss) are added to or deducted from the fair valfiehe financial assets or financial
liabilities, as appropriate, on initial recognitiohransaction costs directly attributable to
the acquisition of financial assets or financiabliities at fair value through profit or loss
are recognised immediately in profit or loss.

Financial assets

Financial asset is any asset like: cash, time dispiosfinancial entities, equity instruments
of other companies, contractual rights, or a cattwich can or could be liquidated with
the delivery of equity instruments of the Company.

Financial assets are classified into the followspecified categories: “financial assets
measured at fair value through profit and losstaikable for sale”, “held-to-maturity” and
“loans and receivables”. The classification dependsthe nature and purpose of the
financial assets and is determined at the timeitéi recognition.

Financial assets must be recognized on trade dategeans date where the Company
commits to purchase or sale an asset. The recogmitethod is consistent for all purchases
or sales of financial assets of the same category.

3.4.1 Cash and cash equivalents

Include cash, bank current accounts and short-tewestments with original
maturity up to 90 days, with low risk of value \&ion and destined to attendee
short-term liabilities.

3.4.2 Financial assets at fair value through profiand loss

Financial assets are classified as at fair valueutth profit and loss when the
financial asset is available for sale. A finaneistet is classified as available for sale
if it has been acquired principally for the purpo$eselling it in the near term.

Financial assets at fair value through profit avetlare stated at fair value, with any
gains or losses arising on remeasurement recogtizednsolidated statement of

profit or loss and other comprehensive income. fibegain or loss recognized in

profit or loss incorporates any dividend or inteéresrned on the financial asset and
is included in the ‘Investment income’ line in tbensolidated statement of profit or

loss and other comprehensive income.

3.4.3 Held-to-maturity financial assets
Comprises private bonds with fixed or determingdgyments and fixed maturity
dates that the Company has the positive intent aitity to hold to maturity.
Subsequent to initial recognition, held-to-maturitwestments are measured at
amortized cost using the effective interest metlesg any impairment. Revenue is
recognized on an effective yield basis.

3.4.4 Loans and receivables

Trade and other receivables are non-derivate finhnassets with fixed or
determinable payments that are not quoted in dmeastarket and are classified as
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“receivables”. Receivables are measured at amdrtst using the effective interest
method, less any impairment.

3.4.5 Effective interest method

The effective interest method is a method of calind the amortized cost of a debt
instrument and of allocating interest income ove televant year. The effective
interest rate is the rate that exactly discountSmesed future cash receipts
(including all fees and points paid or receivedt tfttmm an integral part of the

effective interest rate, transaction costs andrgthemiums or discounts) through the
expected life of the debt instrument.

Income is recognized on an effective interest bfsisglebt instruments other than
those financial assets classified as fair valueuh profit and los(Note 3.4.2).

3.4.6 Impairment of financial assets

Financial assets are assessed by the Companydfoatars of impairment at the end
of each reporting year. Financial assets are cermidto be impaired when there is
objective evidence that, as a result of one or nements that occurred after the
initial recognition of the financial asset, theimstted future cash flows of the
financial asset have been affected.

3.4.7 Derecognition of financial assets

The Company derecognizes a financial asset onlynwine contractual rights to the
cash flows from the asset expire, or when it transsfthe financial asset and
substantially all the risks and rewards of ownegrsifithe asset to another entity. If
the Company neither transfers nor retains subsigntll the risks and rewards of
ownership and continues to control the transfeasxet, the Company recognizes its
retained interest in the asset and an associatbditli for amounts it may have to
pay. If the Company retains substantially all tis&s and rewards of ownership of a
transferred financial asset, the Company contiriaescognize the financial asset
and also recognizes a collateralized borrowingterproceeds received.

3.5 Inventories

Inventories are stated at the acquisition weiglateztage cost adjusted, if necessary at net
realizable value. The net realizable value is tterated price of sale less estimated costs
to conclude such sale.

Based on the Board of Director’s analysis at Deeerth, 2013 and 2012, slow-moving or
obsolete inventories were charged in the statenwntprofit or loss and other
comprehensive income in the year such evaluatiom peaformed, which evaluated the
conservation status, the future use and the nizabke value of those inventories.

3.6 Property, plant and equipment, and others

¢ Lands and buildings held for use in production,pyif services or for administrative
purposes, machinery, equipment and tools, fittilgsoratory equipment and furniture,
vehicles and trays are stated in the consolidatgément of financial position at their
cost less any subsequent accumulated depreciation.

Land is not depreciated. Depreciation of buildingdive plantations, machinery

equipment, tools and parts, fittings, laboratoryipment and furniture, vehicles and
trays is recognized as a loss of each year.
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« Work in progress is carried at cost, less any neizagl impairment loss. Cost includes
professional fees and capitalized interests. Thssets are classified in the appropriate
category of Property, plant and equipment whencthestruction has been completed
and it is ready for use. Depreciation of thesetassa the same basis as other property
assets, commences when the assets are readyifdntiyeded use.

» Depreciation is recognized so as to write-off tbetor valuation of assets (other than
land) less their residual values over their uséfids, using the straight-line method.
The estimated useful lives and residual valuegariewed at each year end, with the
effect of any changes in estimates being accoutenh a prospective basis.

» Assets acquired under finance leases are depréases their expected useful lives on
the same basis as owned assets.

* An item of property, plant and equipment, and athisrderecognized upon disposal or
when no future economic benefits are expectedise drom the continued use of the
asset. Gain or loss derived of the write-off opdisal of an item of Property, plant and
equipment is determined as the difference betweembtained sale value and the book
value and it is stated in the consolidated staténoénprofit or loss and other
comprehensive income.

The Company has chosen the exemption under IFRS “Eirst Time Adoption of
International Financial Reporting Standard” relatedhe use of deemed cost for property
plant and equipment.

3.7 Investment property

Investment properties are properties held to eantals. They are stated at their cost less
any subsequent accumulated depreciation.

3.8 Intangible assets

Intangible assets include costs of development rofepts, brands and patents. The
accounting policies for the recognition and meas@m@ of these intangible assets are
described below.

3.8.1. — Intangible assets acquired separately

Intangible assets with finite useful life that aequired separately are carried at cost less
accumulated amortization and accumulated impairruamses. Amortization is recognized
on a straight-line basis over their estimated dsiéfas. The estimated useful lives and
amortization method are reviewed at the end of egpbrting year, with the effect of any
changes in estimates being accounted for on a @ctgp basis.

3.8.2. — Internally-generated intangible assets - esearch and development
expenditure

Expenditure on research activities is recognizedragxpense in the year in which it is
incurred.

An internally-generated intangible asset arisingnir development (or from the

development phase of an internal project) is reaghif, and only if, all of the following
have been demonstrated:
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« the technical feasibility of completing the intabplgi asset so that it will be available
for use or sale;

« the intention to complete the intangible assetus®lor sell it;

< the ability to use or sell the intangible asset;

* how the intangible asset will generate probablerieconomic benefits;

« the availability of adequate technical, financiatiaother resources to complete the
development and to use or sell the intangible paget

« the ability to measure reliably the expenditureilaitable to the intangible asset
during its development.

The amount initially recognized for internally-geated intangible assets is the sum of the
expenditure incurred from the date when the infalegasset first meets the recognition
criteria listed above. Where no internally-genatatetangible asset can be recognized,
development expenditure is recognized in profibes in the year in which it is incurred.

Subsequent to initial recognition, internally-geated intangible assets are reported at cost
less accumulated amortization and accumulated immeait losses, on the same basis as
intangible assets that are acquired separately.

3.8.3. — Intangible assets acquired in a businessnsbination

Intangible assets acquired in a business combimadind recognized separately from
goodwill are initially recognized at their fair ved at the acquisition date (which is
regarded as their cost).

Subsequent to initial recognition, intangible assetquired in a business combination are
reported at cost less accumulated amortizationaaedmulated impairment losses, on the
same basis as intangible assets that are acqejpadagely

3.8.4. — Derecognition of an intangible asset

An intangible asset is derecognized on disposattmn no future economic benefits are
expected from use or disposal. Gains or losseg@risom derecognition of an intangible
asset, are measured as the difference betweerethdisposal proceeds and the carrying
amount of the asset, and are recognized in profdss when the asset is derecognized.

3.9 Impairment of tangible and intangible asge other than goodwill

At the end of each reporting year, the Companyemesithe carrying amounts of its
tangible and intangible assets to determine whetteze is any indication that those assets
have suffered an impairment loss. If any such @tihn exists, the recoverable amount of
the asset is estimated in order to determine thenerf the impairment loss (if any). When
it is not possible to estimate the recoverable arhot an individual asset, the Company
estimates the recoverable amount of the cash-gamgnanit to which the asset belongs.
When a reasonable and consistent basis of alloce#ino be identified, corporate assets are
also allocated to individual cash-generating urstsptherwise they are allocated to the
smallest group of cash-generating units for whicteasonable and consistent allocation
basis can be identified.

In assessing impairment, assets which do not genenma independent cash flow are
included in an appropriate cash-generating unit.

Recoverable amount is the higher of fair value lessts to sell and value in use. In

assessing value in use, the estimated future éasik &re discounted to their present value
using a pre-tax discount rate that reflects curmeatket assessments of the time value of
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money and the risks specific to the asset for wihehestimates of future cash flows have
not been adjusted.

If the recoverable amount of an asset (or cashrgéing unit) is estimated to be less than
its carrying amount, the carrying amount of theetsr cash-generating unit) is reduced to
its recoverable amount. An impairment loss is reigd immediately in profit or loss,
unless the relevant asset is carried at a revaoexlnt, in which case the impairment loss
is treated as a revaluation decrease.

When an impairment loss subsequently reversescdhging amount of the asset (or a

cash-generating unit) is increased to the revistéichate of its recoverable amount, but so
that the increased carrying amount does not extteedarrying amount that would have

been determined had no impairment loss been revegjfior the asset (or cash-generating
unit) in prior years. A reversal of an impairmemss is recognized immediately in profit or

loss, unless the relevant asset is carried atalues amount, in which case the reversal of
the impairment loss is treated as a revaluatiorease.

At December 31, 2013 and 2012 no impairment loasee recorded.
3.10 Business combination

Acquisitions of businesses are accounted for usiing acquisition method. The
consideration transferred in a business combinaBomeasured at fair value, which is
calculated as the sum of the acquisition-date falues of the assets transferred by the
Company, liabilities incurred by the Company to fbener owners of the acquire and the
equity interests issued by the Company in exch&mgeontrol of the acquire. Acquisition-
related costs are recognized in profit or lossasrred.

At the acquisition date, the identifiable assetquaed and the liabilities assumed are
recognized at their fair value at the acquisitiateg except that:

« deferred tax assets or liabilities and liabilities assets related to employee benefit
arrangements are recognized and measured in aoceraddth IAS 12Income Taxes
and IAS 19Employee Benefitsespectively

« liabilities or equity instruments related to shhesed payment arrangements of the
acquire or share-based payment arrangements ddhgany entered into to replace
share-based payment arrangements of the acquiren@asured in accordance with
IFRS 2Share-based Paymeat the acquisition date; and

e assets (or disposal groups) that are classifidtelakfor sale in accordance with IFRS 5
Non-current Assets Held for Sale and Discontinugger@tions are measured in
accordance with that standard.

Goodwill is measured as the excess of the sumeotdnsideration transferred, the amount
of any non-controlling interests in acquire, and thir value of the acquirer's previously
held equity interest in the acquire (if any) oviee het amounts at the acquisition-date of
the identifiable assets acquired and the liabdissumed. If, after reassessment, the net
amount at the acquisition-date of the identifiabsets acquired and liabilities assumed
exceeds the sum of the consideration transferteel, amount of any non-controlling
interests in the acquire and the fair value ofdbquirer's previously held interest in the
acquire (if any), the excess is recognized immetliain profit or loss as a bargain
purchase gain.

If the initial accounting for a business combinatis incomplete by the end of the
reporting period in which the combination occurBe tCompany reports provisional
amounts for the items for which the accountinghioimplete. Those provisional amounts
are adjusted during the measurement period, ortiaddi assets or liabilities are
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recognized, to reflect new information obtainedwtfacts and circumstances that existed
at the acquisition date that, if known, would haffected the amounts recognized at that
date.

3.11 Goodwill

Goodwill arising on an acquisition of a businessdsried at cost as established at the date
of acquisition of the business (see previous pagagrless accumulated impairment losses,
if any.

For the purposes of impairment testing, goodwilhi®cated to each of the Company's
cash-generating units (or groups of cash-generatiitg) that is expected to benefit from
the synergies of the combination.

A cash-generating unit to which goodwill has bedncated is tested for impairment
annually, or more frequently when there is an iation that the unit may be impaired. If
the recoverable amount of the cash-generatingisifgss than its carrying amount, the
impairment loss is allocated first to reduce theytag amount of any goodwill allocated
to the unit and then to the other assets of thepurnirata based on the carrying amount of
each asset in the unit. Any impairment loss fordyad is recognized directly in profit or
loss. An impairment loss recognized for goodwilhég reversed in subsequent periods.

On disposal of the relevant cash-generating uhd, dttributable amount of goodwill is
included in the determination of the profit or lassdisposal.

The value of goodwill does not exceed their estadaecoverable value at each year-end.
3.12 Other assets
These include mainly investments in other compamibsre no significant influence is

exercised. These investments are valued at costhwdop not exceed their estimated
recoverable value.

3.13 Liabilities

The Company recognizes a liability when it hasesent obligation (legally enforceable as
a result of the execution of a contract or a mandantained in a legal standard) resulting
from a past event and whose amount owed can baagsti reliably.

3.14Financial liabilities
Financial liabilities initially measured at fair lue, net of transaction costs are
subsequently measured at amortized cost using ffeetiee interest method. Interest
charges are stated in the “Finance cost” line efdbnsolidated statement of profit or loss
and other comprehensive income, except the pdddsia the cost of work in progress of
Property, plant and equipment, and others.
3.14.1 - Derecognition of financial liabilities

The Company derecognizes financial liabilities g§opart of them) when, and only when,
the Company's obligations are discharged, cancetdidey expired.

The difference between the carrying amount of thanfcial liability derecognized and the
consideration paid is recognized in profit or loss.
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3.15 Provisions

Provisions are recognized when the Company has esept obligation (legal or
constructive) as a result of a past event ands iprobable that the Company will be
required to settle the obligation, and a relialdéneate can be made of the amount of the
obligation.

The amount recognized as a provision is the béish@® of the consideration required to
settle the present obligation at the end of thenéyg year, taking into account the risks
and uncertainties surrounding the obligation. Waerovision is measured using the cash
flows estimated to settle the present obligaticarrying amount is the present value of
those cash flows.

When some or all of the economic benefits requiceskttle a provision are expected to be
recovered from a third party, a receivable is reiogd as an asset if it is virtually certain
that reimbursement will be received and the amairihe receivable can be measured
reliably.

The Company has been claimed in civii and commiertasvsuits. Reserves for
contingencies are recorded on a risk assessmeistdat when the likelihood of a loss is
probable. The assessment of a loss probabilitasedh on the opinion of legal counsels of
the Company.

3.16 Government grants

If any, the subsidized loans granted, directlynaliriectly, by Governments to the Company
or its controlled subsidiaries, with interest ratghich are below the current market
conditions are treated as a grant. Its measureisngr@rformed considering the difference
between the obtained values and the fair valudtiegdrom applied current market rates.

Tax benefits whereas the Company is a beneficamy,recognized directly in results of
each year.

3.17 Equity accounts

Capital stock

Capital stock is composed by contributions madeth®y shareholders, represented by
shares and includes subscribed shares at theirnabmalue. Capital stock, which
amounted to 457,547 as of December 31, 2013 an@, 281composed by 194,428
nominative, non-endorsable shares of Ps. 1 pareyalith 5 votes each and 263,119
nominative, non-endorsable shares of Ps. 1 paeyalith 1 vote each.

Legal reserve

The current Argentine legal regulations (Law N° 5B®) require the Company to
appropriate 5% of its net income per year to a dlegserve”, which arises from the sum
of the net income, prior year adjustments, trassfesm other comprehensive result to
accumulated earnings and accumulated loss fronr pears, until such reserve equals
20% of the capital stock.

Facultative reserve

These are reserves approved by Shareholders’ Meetira special purpose.
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The General Ordinary Shareholders’ Meeting heldMarch 27, 2012 approved the
appropriation to facultative reserve of the accuatad earnings.

Special reserve established by General Resolutfod0R/12 of the CNV

On September 13, 2012, the CNV issued Resolution 808, which establishes the
appropriation of the positive difference betwees tipening balance of retained earnings
disclosed in the financial statements for the fiistal year in which application of IFRS
is mandatory and the ending balance of retainediregs of the last fiscal year in which
Argentine accounting standards were mandatory. witegly, entities that prepare for
the first time financial statements in accordangéth WFRS, must allocate the positive
difference arising from such application to a speceserve. This reserve will not be
distributed in cash or in kind to the shareholderewners of the entity and could only be
used for increases in capital stock or to offsained losses. The Shareholders meeting
celebrated on March 26, 2013 resolved the apprpmieof this special reserve for
186,416 in accordance with such resolution (thewarhcorresponds to the net amount
between 301,912 related to the positive differebesveen the closing balance of the
previous standards and the opening balance of I&R5the absorption of fiscal year
2012 net loss amounting to 115,496).

Accumulated earnings

It includes the result for the year, prior yearsults which were not appropriated, the
amounts transferred from other comprehensive iesuitl prior year's adjustments for
the application of accounting standards.

3.18 Revenue recognition

Revenue is measured at the fair value of the ceralidn received or receivable.
Revenue is reduced for estimated customer retrteghates and other similar allowances.

3.18.1 Sale of goods

Revenue from the sale of goods is recognized whengbods are delivered and titles
have passed, at which time all the following caodi are satisfied:

» the Company has transferred to the buyer the #ignif risks and rewards of
ownership of the goods;

+ the Company retains neither continuing manageriablvement to the degree
usually associated with ownership nor effectivetogrover the goods sold;

« the amount of revenue can be measured reliably;

* it is probable that the economic benefits assatiatiéh the transaction will flow to
the Company; and

» the costs incurred or to be incurred in respecthef transaction can be measured
reliably.

The Companyecords cash discounts and volume rebates atrtieethie related revenue
from product sale is recognized.
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3.18.2 Services rendered

The Company recognizes service revenues as foll@groduction of specific products
on behalf of other companies (“fagon” agreementsyhen a customer picks up the
product produced from the Company’s manufacturamglities; (ii) procurement of raw
milk for Danone Argentina S.A. — when the Compasiners the raw milk it procured to
the manufacturing facility of Danone; and (iii) pision of marketing and other
administrative services to Logistica La SerenisBoaiedad Anénima — over the agreed
service period.

3.18.3 Interest income

Interest income from a financial asset is recoghimben it is probable that the economic
benefits will flow to the Company and the amountirafome can be measured reliably.
Interest income is accrued on a time basis, byert® to the principal outstanding and at
the effective interest rate applicable, which is thte that exactly discounts estimated
future cash receipts through the expected lifehef financial asset to that asset's net
carrying amount on initial recognition.

3.19 Borrowing costs

Borrowing costs directly attributable to the acdiios, construction or production of
qualifying assets, which are assets that necegdakke a substantial year of time to get
ready for their intended use or sale, are addeéldet@ost of those assets, until such time as
the assets are substantially ready for their irddndse or sale.

For the fiscal year ended December 31, 2013 an#,2b& Company capitalized in “Work
in progress” of Property, plant and equipment, atigers borrowing costs for 14,065 and
8,265, respectively.

All other borrowing costs are recognized in prafitd loss in the period in which they are
incurred.

3.20 Leasing
Leases are classified as finance leases wheneyégrths of the lease transfer substantially
all the risks and rewards of ownership to the lkes#dl other leases are classified as

operating leases. There are no situations in wihiefCompany qualifies as a lessor.

The Company as lessee

Assets held under finance leases are initiallygetzed as assets of the Company at their
fair value at the inception of the lease or, if &owat the present value of the minimum

lease payments. The corresponding liability to l#gsor is included in the statement of

financial position as a finance lease obligation.

Lease payments are apportioned between financensapeand reduction of the lease
obligation so as to achieve a constant rate ofrésteon the remaining balance of the
liability. Finance expenses are recognized immedgian profit or loss.

Operating lease payments are recognized as an sxmena straight-line basis over the

lease term, except where another systematic Isasisiie representative of the time pattern
in which economic benefits from the leased assetansumed.
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3.21Income tax and alternative minimum income tax
3.21.1. — Income taxes — current and deferred
Income tax expenses represent the sum of the tesntly payable and deferred tax.
3.21.1.1 — Current tax

The tax currently payable is based on taxable {pfofithe year. Taxable profit differs
from profit as reported in the consolidated stateimef profit or loss and other
comprehensive income because of items of incomexpense that are taxable or
deductible in other years and items that are neveable or deductible. The Company’s
liability for current tax is calculated using teate that have been enacted or substantively
enacted by the end of the reporting year. The ntifreome tax charge is calculated on
the basis of the tax laws in force in the countiiesvhich the consolidated entities
operate.

3.21.1.2 — Deferred tax

Deferred tax is recognized on temporary differenioesveen the carrying amounts of
assets and liabilities in the consolidated findnstatements and the corresponding tax
bases used in the computation of taxable profitfeided tax liabilities are generally
recognized for all taxable temporary differencas] deferred tax assets, including tax
loss carryforwards, are generally recognized fbidatuctible temporary differences to
the extent that it is probable that taxable profii§ be available against which those
deductible temporary differences can be utilized.

Such deferred assets and liabilities are not rézednif the temporary difference arises
from goodwill or from the initial recognition (othe¢han in a business combination) of
other assets and liabilities in a transaction #ifgcts neither the taxable profit nor the
accounting profit.

Deferred tax liabilities are recognized for taxatdeporary differences associated with
investments in subsidiaries, except where the Cosnmable to control the reversal of
the temporary difference and it is probable thattdmporary difference will not reverse
in the foreseeable future. Deferred tax assetsingrifrom deductible temporary
differences associated with such investments ale recognized to the extent that it is
probable that there will be sufficient taxable jio&gainst which to utilize the benefits of
the temporary differences and they are expectedvierse in the foreseeable future. The
carrying amount of deferred tax assets is revieatethe end of each reporting year and
reduced to the extent that it is no longer probaite sufficient taxable profits will be
available to allow all or part of the asset to éeovered.

Deferred tax assets and liabilities are measurdtieatax rates that are expected to be
applied in the period in which the liability is 8ed or the asset realized, based on tax
rates and tax laws enacted or substantially enattedch year-end. The measurement of
deferred tax liabilities and assets reflects threctmsequences that would follow from the
manner in which the Company expects, at the enthefreporting year to recover or
settle the carrying amount of its assets and lt&gs|

Deferred tax assets and liabilities are offset wihene is a legally enforceable right to set
off current tax assets against current tax lidbdiand when they relate to income taxes
levied by the same taxation authority and the Campatends to settle its current tax
assets and liabilities on a net basis.
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Under IFRS, deferred income tax assets and lissldre classified as non-current assets
and liabilities.

3.21.1.3. — Current and deferred tax for the year

Current and deferred tax are recognized as profitss in the consolidated statement of
profit or loss and other comprehensive income, ixadien they relates to items that are
recognized in other comprehensive income or diyeittl equity, in which case, the
current and deferred tax are recognized in othempcehensive income or directly in
equity or when current tax or deferred tax arisemfthe initial accounting for a business
combination. Where curent tax or deferred tax arisem the initial accounting for a
business combination, the tax effect is includedthia accounting for the business
combination

3.21.2. — Alternative minimum income tax

The alternative minimum income tax is complementarthe income tax. The Company
determines the tax charge applying the enactedofat&o over the computable assets at
year-end. The Company’s tax obligation will be thigher amount between the
determined presumed income tax and the incomeiahdity determined applying the
enacted 35% tax rate over the estimated taxablit pfothe year. Nevertheless, if the
presumed income tax in a fiscal year exceeds thegmonding income tax, this excess
can be taken as payment on credit of any surplibeoincome tax to be paid over the
presumptive income tax in any of the following teyars.

4. CRITICAL JUDGEMENTS IN APPLYING ACCOUNTING POLICIES

In the application of the Company’s accounting geB, which are described in Note 3, the
Company’s management and Board of Directors areined] to make judgments, estimates and
assumptions about the carrying amounts of assetsiailities that are not readily apparent from

other sources. The estimates and assumptions seé loa historical experience and other factors
that are considered to be relevant. Actual resuoétg differ from these estimates.

The estimates and underlying assumptions are redean an ongoing basis. Revisions to
accounting estimates are recognized in the yeavhich the estimate is revised if the revision
affects only that period or in the year of the s@m and future periods if the revision affectshbot
current and future years.

These estimates relate basically to the following:

* Impairment of property, plant and equipment, arbct

The Company periodically evaluates the carryingi@alf its long-lived assets. The Company
considers the carrying value of long-lived assetbe impaired when the expected discounted
cash flows, to be derived from the use of suchtasme less than their carrying value. In that
event, the Company would recognize a loss basetti@amount by which the carrying value

exceeds the fair market value of such assetsnkaiket value is determined primarily using the
anticipated cash flows discounted at a rate apjatgpto the risk involved.

The Company believes that the accounting estinedd¢ed to the impairment of these assets is a
“critical accounting estimate” because: (1) it ighly susceptible to change from period to
period as it requires management to make certaumngstions about future revenues and costs;
and (2) the impact that recognizing an impairmex#t bn the assets reported on the statement of
financial position as well as the statement of ipraf loss and other comprehensive income is
material. The most important estimates, and thbae dould affect significantly the projected
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cash flows, are the selling price of the Company‘@ducts on the revenue side and the
availability and price of raw milk from the costipbof view.

Provision for allowances and contingencies

The Company has certain contingent liabilities widlspect to existing or potential claims,

lawsuits and other legal proceedings. The Compautinely assesses the likelihood of adverse
judgments or outcomes to those proceedings. The p@oyn records accruals for such

contingencies to the extent that it is able to mheitee that their occurrence is probable and the
financial impact, should such a decision be rerdleagainst the Company, is reasonably
guantifiable.

In determining the likely outcome of litigation meedings, management considers many
factors, including, but not limited to, past historeports from counsels and other available
evidence, and the specifics and status of eachepding. The evaluation may result in the

recording of an accrual or a change in a previotstprded accrual. Determining the outcome
of claims and litigation, and estimating relatedstsoand exposure, involves substantial
uncertainties that could cause actual costs to meaterially from estimates and accruals, which
could have a material effect on the Company’s &itasults of operations, financial conditions

and liquidity.

Deferred income tax and alternative minimum incdene

Deferred income taxes are fully provided to refldet net tax effects of temporary differences
between the financial reporting and the tax basadsets and liabilities. Deferred income taxes
are measured using the currently enacted or sutshaenacted tax rates and laws in each of
the relevant jurisdictions where the assets afulitias are located.

The carrying amount of deferred tax assets is wadeat the end of each reporting year and
reduced to the extent that it is no longer prob#iée sufficient taxable profits will be available
to allow all or part of the asset to be recoverte Company has generated tax losses which
are deductible with respect to taxable earningspofo five years following the year in which
they were originated (in Brazil, it has no expioatdate, but there are limitations concerning the
maximum amount to be offset per each year).

In Argentina, the Company is also subject to thenmpent of an alternative minimum income
tax, which is calculated regardless of the econaesalts for the period. This tax is calculated
using a rate of 1% of the total value of the asseth certain deductions mostly to avoid double
taxation and to encourage capital expenditures.arheunts paid on such tax can be credited
against Argentine income tax obligation for a perd ten years.

CASH AND CASH EQUIVALENTS

2013 2012
Cash and bank accounts 68,451 62,407
Investment funds 31,800 3,664
Short-term investments 15,037
Total 115,288 66,071
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6. OTHER FINANCIAL ASSETS

2013 2012
e Current

Restricted investment funds (Note 28d) 9,554
Private bonds 7,506 7,538
Short-term investments - related parties (Note 29) 1,029 1,589
Short-term investments — other 2,666 2,102
Public bonds (1) 12,351

Total 20,755 23,580

(1) Corresponds to nominal value U$S 2,006,700 of BOR2BI5, valued at the quotation
of pesos 6.155 per bond.

* Non-current
Long-term investments 6,671 4,509
Total 6,671 4,509

7. TRADE ACCOUNTS RECEIVABLE

2013 2012
Third parties (domestic) 725,481 518,609
Related parties (Note 29) 62,645 168,871
Foreign receivables 7,219 7,763
Notes receivables 5,269 3,048
Tax incentives on exports 26,208 17,434
Subtotal 826,822 715,725
Allowance for doubtful accounts (14,825) (11,161)
Allowance for trade discounts and volume rebates 5,446) (6,192)
Total 796,551 698,372
The movement of the allowance for doubtful accoists follows:
2013 2012
Balance at the beginning of the year 11,161 11,012
Additions (1) 5,336 2,447
Transfers (1,321) (965)
Write-offs (511) (1,414)
Re-measurement of foreign subsidiaries allowa 16C 81
Balance at the end of the year 14,825 11,161

(1) Charged to selling expenses — Note 22.

The allowance for doubtful accounts was determibaded on the historical experience of
default, statistics, specific analyses for majderts and evaluation of management about
current economic scenario. Customer accounts ilkrbptcy or bankruptcy process (offset of

the corresponding allowances) are excluded fromeatiaccounts receivables and included in
other receivables. An allowance for doubtful acdsunith an age over 90 days past due is
recorded, if necessary.

The movement of allowance for trade discounts arldrae rebates is as follows:
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2013 2012

Balance at the beginning of the year 6,192 5,121
Additions (1) 15,446 5,550
Write-offs (6,192 (4,479

Balance at the end of the year 15,446 6,192

(1) Charged to result for the year — deducted fremenue.

Payments terms are agreed with customers accotdingarket conditions. No interest is
charged on outstanding balances.

The Company believes that the carrying amount cbaat receivables approximates its fair
value.

The Company also believes that its exposure toerdnation of credit risk is limited due to the
large number of customers located in different gaepigic locations, and the fact that their
biggest customers are large companies with stroedjtcsituations. The Company believes that
it is not exposed to significant credit risk anchi® dependent on a single client. In the fiscal
years ended December 31, 2013 and 2012, no singterner accounted for in excess of 10%
of the Company’s revenue.

Trade accounts receivable that are disclosed alimslade amounts that are past due at the end
of the reporting year under review. The aging afl&raccounts receivable is as follows:

2013 2012
Overdue 59,313 60,769
To be due:
Between 0 and 3 mont 735,00¢ 652,73l
Between 3 and 6 months 6,126 1,520
Between 6 and 9 months 1,734 563
Between 9 and 12 months 26,640 143
Subtotal 826,822 715,725
Allowance for doubtful accounts (14,825) (11,161)
Allowance for trade discounts and volume rek (15,446 (6,192
Total 796,551 698,372
Age of receivables that are past due but not iregds as follows:
2013 2012
Between 0 and 6 months 43,957 49,101
Between 6 and 12 months 531 507
Total 44,488 49,608
Age of impaired trade receivables is as follows:
2013 2012
Between :and12 month: 1G,78¢ 7,064
More than 12 months 4,037 4,097
Total 14,82¢ 11,161
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8. TAX CREDITS

Current
Net value added tax
Turnover tax credit
Income tax and alternative minimum income tax nesiglie
Other tax credit
Total

Non-current

Net value added tax

Turnover tax cred

Other tax credits
Total

9. OTHER RECEIVABLES

Current
Prepaid expenses
Receivable from sale of subsidiary company
Receivable from sale of property, plant and equiptend
others
Advances to services suppliers
Insurance receivable
Guarantee deposits (Note 28c)
Related parties (Note 29)
Receivables from customers in receivership andaivkituptcy
Other
Subtotal
Allowance for doubtful accounts
Total

Non-current
Régime for the professionalization of transport
Receivables from customers in receivership andaivkituptcy
Receivable from sale of subsidiary company
Recovery of decrees N° 7290/67 and 9038/78
Guarantee deposits (Note 28c¢)
Other

Subtotal
Allowance for doubtful accounts

Total
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2013 2012

44,750 13,982
5,244 15,782
4,687 4,137
10,82+ 3,440
65,505 37,341
51,219 19,619

730 1,79¢
728 1,552

52,677 22,97(

2013 2012
10,445 7,863
14,117 8,02:
3,373 2,982
2,10¢ 834
3,255 1,100
14¢ 127
41

215 166
7,778 4,953
41,477 26,04
(590) (587)
40,887 25,461
17,567 17,567
16,906 15,770
5,479
3,992 3,992
904 579
1,558 1,239
40927 44,626
(16,711)  (12,854)
24216 31,772




The movement of allowance for doubtful accountssi§ollows:

2013 2012
e Current
Balance at the beginning of the year 587 638
Additions (decrease) (1) 3 (26)
Write-offs (25)
Balance at the end of the year 590 587
* Non-current
Balance at the beginning of the y 12,85« 6,62:
Additions (1) 2,476 5,898
Transfers 1,321 965
Write-offs (965 (880
Re-measurement of foreign subsidiaries allowances ,0251 249
Balance at the end of the ye 16,71: 12,85«
(1) Charged to selling expenses — Note 22.
10. INVENTORIES
2013 2012
Resale goods 45,638 26,981
Finished goods 356,657 293,177
Work in progress 252,245 186,281
Raw materials, packaging and other materials 288,22 190,525
Goods in transit 66,720 20,618
Subtotal 959,488 717,582
Advances to suppliers 4,462 6,603
Total 963,950 724,185
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11. PROPERTY, PLANT AND EQUIPMENT, AND OTHERS

201:
Cost or deemed cost Depreciation Net value at
Value atthe  Foreign  Acquisitions Transfers andRetirement Value at Accumulated  Foreign Transfers Retirement Depreciation Accumulated the end of
beginning currency balances of and disposal the end depreciation ¢ currency and balanceand disposal Rate Ofthe depreciation  the year
of the year  exchange acquired of the the beginning exchange of acquired % year at the end of
differences subsidiary year of the year differences subsidiary the year
2,25,33

Land and buildings 892,389 5,586 15,867 11,005 538, 908,309 101,282 2,384 5,343 938 and 5 28,898 136,969 771,340
Olive plantations 50,166 50,166 13,485 2 ,980 15,465 34,701
Machinery and equipment,
containers, tools and spare parts
1) 1,019,888 2,669 19,527 24,624 16,791 1,049,917 778,135 1,191 3,500 12,2585 and 10 30,919 801,487 248,430
Fittings, laboratory equipment 5,10, 25
and furniture 784,064 1,133 30,624 15,767 48,088 783,500 593,071 570 2,398 44,850 and 33 24,024 575,213 208,287
Vehicles (2) 150,389 254 13,620 2,797 16,400 0,6 108,084 87 240 12,24610 and 20 6,595 102,760 47,900
Work in progress 143,322 72,853 (33,559) 39 182,577 182,577
Advances to suppliers 3,763 5,438 (3,837) 1,049 4,315 4,315
Subtotal 3,043,981 9,642 157,929 16,797 98,005 3,129,444 1,594,057 4,232 11,481 70,292 92,416 1,631,894 1,497,550
Other:
Trays 123,186 42,019 70,627 94,578 76,537 70,627 33 31,179 37,089 57,489
Carrying amount as of
December 31, 2013 3,167,167 9,642 199,948 16,797 169,532 3,224,022 1,670,594 4,232 11,481 141,919 123,595 1,668,983 1,555,039

(2) Includes machinery operated by Promas S.A. withtavalue of 9,780 as of December 31, 2013.
(2) Includes vehicles operated by frighters of Gar-S.A. and Logistica la Serenisima S.A. with avakte of 21,025 as of December 31, 2013.
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2012

Cost or deemed cost Depreciation Net value at
Value atthe Foreign  Acquisitions Transfers Retirement Value at the Accumulated Foreign Retirement Depreciation Accumulated  the end of
beginning  currency and disposal end of the depreciation  currency and disposal Rate Ofthe depreciation at  the year
of the year exchange year at the exchange % year the end of the
differences beginning of differences year
the year
Land and buildings 876,890 814 804 14,796 915 892,389 72,108 424 23 2,25,33and5 28,773 1,282 791,107
Olive plantations 50,166 50,166 11,504 2 81,9 13,485 36,681
Machinery and equipment,
containers, tools and spare
parts (1) 992,784 107 4,641 24,494 132 1,019,888 752,041 84 1,179 5and 10 27,189 778,135 241,753
Fittings, laboratory
equipment and furniture 740,678 392 7,561 36,540 1,107 784,064 571,336 330 1,042 5,10,25and 33 22,447 593,071 190,993
Vehicles (2) 133,312 41 15,220 6,127 4,311 150,389 105,078 10 2,656 10 and 20 5,652 108,084 42,305
Work in progress 82,776 117,460  (56,310) 604 143,322 143,322
Advances to suppliers 7,212 19,423  (21,620) 1,252 3,763 3,763
Subtotal 2,883,818 1,354 165,109 4,027 10,327 3,043,981 1,512,067 848 4,900 86,042 1,594,057 1,449,924
Other:
Trays 85,376 37,810 123,186 54,910 33 21,627 76,537 46,649
Carrying amount as of
December 31, 2012 2,969,194 1,354 202,919 4,027 10,327 3,167,167 1,566,977 848 4,900 107,669 1,670,594 1,496,573

(2) Includes machinery operated by Promas S.A. withtavalue of 6,498 as of December 31, 2012.
(2) Includes vehicles operated by frighters of Gar-S.A. and Logistica La Serenisima S.A. with avakte of 16,506 as of December 31, 2012.
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12. INTANGIBLE ASSETS

2013 2012
Rights to use fiscal bonds (Note 2.5) 47,463
Trademarks and patents 3,118 2,870
50,581 2,870
The movement of intangible assets is as follows:
Balance at the beginning of the year 2,870 3,592
Additions 680
Acquisitions through business combinations 63,245
Amortization (16,214) (722)
Total 50,581 2,870
13. TRADE PAYABLE - CURRENT
2013 2012
Trade payables 674,427 553,747
Related parties (Note 29) 80,904 88,880
Note payables 173,626 155,841
Foreign suppliers 13,021 11,94¢
Total 941,978 810,42(
The aging of trade payable is as follows:
2013 2012
To be due
Between 0 and 3 months 939,777 801,397
Between 3 and 6 months 2,013 1,358
Between 6 and 9 mont 64 48
Between 9 and 12 months 124 7,617
Total 941,978 810,420

The average credit period on purchases is betw@em® 60 days. No interest is charged on the
trade payables.
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14. BORROWINGS

Short-term debt

Principal:
Senior notes and loan debt:
Senior Note:
Series A, B and C — due 2018
Serie D — final due 2015

Series E — final due 2013 (net of commissions xperses
related to the issuance by 1,103 in 2012)

Subtotal
Loan:
Tranche A — final due 2015
Tranche B — final due 2018

Subtotal

Subtotal — Senior Notes and loan debt

Other financial debt:
Unsecured debt

Unsecured debt — related parties (Note 29)

Secured debt

Secured debt — related parties (Note 29)

Subtotal — Other financial debt
Total principal
Accrued interest:
Unsecured - related parties (Note 29)
Unsecured and secured debt
Total accrued interest

Total
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2013 2012
47,30z 35,67+
19,56¢ 7,371

97,257

66,865 140,308
65,442 24,67"
4,70C 3,54¢

70,142 28,222

137,007 168,530

17,001 25,712
1,742 1,314

256,662 117,989
41,38 28,06!

316,792 173,078

453,799 341,608

113 3
3,474 3,031
3,587 3,034

457,38¢ 344,64:




2013 2012

Long-term debt

Principal:
Senior Notes and loan debt:
Senior Notes:

Series A, B and C — due 2018 786,806 629,066
Series C-final due 201 26,084 34,42¢
Subtotal 812,890 663,492
Loan:
Tranche A —final due 2015 87,256 115,161
Tranche B — final due 2018 79,900 63,804
Subtotal 167,156 178,965
Subtotal — Senior Notes and loan del 98(,04¢€ 842,45
Other financial deb
Unsecured debt 14,73€ 2,67:
Secured debt 20,943 4,859
Subtotal — Other financial debt 35,67¢ 7,53:
Total principal 1,015,725 849,989
Adjustment to net present value
Senior Notes Series A, B and C — due 2018 (44,434) (52,853)
Senior Notes Series D — final due 2015 (3,338) (4,933)
Loan deb+ tranche A-final due 201 (11,190; (16,539
Loan debt — tranche B — final due 2018 (4,497)  (5,350)
Total adjustment to net present valu (63,459 (79,675
Total 952,266 770,314

14.1 Main loans agreements

14.1.1 Financial debt — final due 2015 and 2018

Below is a summary of the financial debt - finaedt015 and 2018, derived from a refinancing
implemented through a voluntary exchange, which eeasluded in May 2010.

1. Summary of the outstanding balances as of Decethe2013 of the financial debt - final
due 2015 and 2018:

Amount in
thousand pesos
(as of December

Amount in the
Debt restructured original currency
— in thousands

31, 2013)
Senior Notes Series A, B and- final due 201 Uss 127911 834,10¢
Senior Notes Series D — final due 2015 uss 7,000 45,647
Loan debt tranche A-final due 201 Uss 23417 152,69¢
Loan debt — tranche B — final due 2018 Us$s 12,974 84,600
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2. Outstanding principal and interests payment aseafednber 31, 2013:

Senior Notes Series A, B and Senior Notes Series D and
C and loan debt, tranche B loan debt, tranche A
Due 201 Due 201!
Maturity date Amortization Rate (*) Amortization Rate
of principal of principal
June 30, 2014 2.50% 8.50% 15.00% **)
December 31, 20: 2.50% 8.50% 15.00¥% **)
June 30, 2015 2.50% 9.00% 20.00% **)
December 31, 2015 2.50% 9.00% 20.00% **
June 30, 01¢€ 10.00% 9.00%
December 31, 2016 10.00% 9.00%
June 30, 2017 15.00% 9.00%
December 31, 20: 15.00% 9.00%
June 30, 2018 15.00% 9.00%
December 31, 2018 15.00% 9.00%

(*) The above-mentioned interest rates corresgortie nominal annual rate applied in the
semester ending at each date. The contingent stteate mentioned afterwards is not
included.

(**) The applicable interest rate of the debt d@d.2 is a floating rate and is determined by

reference to the LIBO rate plus a spread of 2.586yigded that such rate shall not
exceed 6% per annum.

3. Other conditions:

The Senior Notes of the Company with final due 2048 the right to the payment of a
contingent interest at an annual rate during eaehyear period, as from January 1, 2011,
equivalent to the 0.3% for each U$S 5 million, lobaea the EBITDA (in accordance with
the terms included in the loan contract) of thepfiscal year in excess of U$S 40 million,
with a maximum of 4% if the EBITDA is higher tharS% 105 million. The semi-annual
payments of interest maturing on June 30 and Deeer@b, 2011 accrued a contingent
interest rate of 2.1% based on the 2010 EBITDAnested for the fiscal year ended
December 31, 2010. The semi-annual payments ofesttenaturing on June 30 and
December 31, 2012 accrued a contingent interestofa?.1% based on the 2011 EBITDA
estimated for the fiscal year ended December 31120he semi-annual payments of
interest maturing on June 30 and December 31, 26&Ried a contingent interest rate of
1.2% based on the 2012 EBITDA estimated for theafigear ended December 31, 2012.

On each June 30, commencing on June 30, 2011 dimp&hy must apply to repay, ratably
and at par, a principal amount of the debt due 288l to 75% of the excess cash (as
defined in the issuance terms of the debt) for qurelceding fiscal year. As of December
31, 2013, from the calculation performed by the @any, there was no excess cash

according to the definitions of the loan agreemenmtsch might have required the payment
in advance of a portion of such debt.
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According to the terms established in the debtiaratidition to all scheduled amortization
payments, the Company had to reduce the aggregaigpal amount outstanding of its
debt in the amount of US$ 20 million by December&111 (“mandatory debt reduction”),
or, otherwise, the refinanced debt will bear pgnaiterest (i) at the rate of 0.25% for the
year 2012, and (ii) later, commencing on Januar2@3, at the rate of 1.0% per year
during 2013, which penalty interest will increase ®25% on January®lof each year
thereafter until the mandatory debt reduction heenbcompleted in full. As the Company
did not comply with the mandatory debt reductidre interest rate for such debt increased
by 0.25% from the year 2012 and 1% from the yed320

The agreements contain certain commitments, inetudieporting requirements, and
imposed certain limitations affecting the Compargfslity and the restricted subsidiaries’
ability to: borrow money, pay dividends, redeemitzdstock or redeem subordinated debt,
make investments, sell capital stock of subsidsaigearantee other indebtedness, enter into
agreements that restrict dividends or other distidims from restricted subsidiaries, enter
into transactions with unrestricted subsidiaried afiiliates outside the ordinary course of
business, create or assume certain liens, engagermpers or consolidations, and enter into
a sale of all or substantially all of the Compargssets.

Debt with final due in 2015 and 2018 are collaieeal in each case, ratably and in first
degree for pledges given to the guarantee agettidbghareholders of the Company on a
number of Company’s stock of 32.51% and 16.49%peetd/ely, of their common stock
and voting right. Subsidiaries Con-Ser S.A., Laite$ndustria e Comercio Ltda.,
Mastellone San Luis S.A., Promas S.A. and CompBfifdana de Carnes Elaboradas S.A.
(this company, since June 2013) are jointly anceisdly liable for the Senior Notes and
loan debt.

14.1.2 Senior Notes Series E

On December 21, 2010, the Company issued US$ 20000ace value Senior Notes Series
E, bearing a fixed 9.5% annual interest rate, pa@yabkery nine months, and maturing on June
21, 2013, which were issued as part of the Globagif@mme of Issuance of Senior Notes for a
nominal value of US$ 250,000,000 approved by thBoNal Securities Commission in 2007.
The proceeds from the issuance were used to réygatrterm debt and to fund working capital
needs. Principal was totally paid-in as of its date.

The debt contract included commitments and usuadiiions for this type of debt agreements.
Subsidiaries Leitesol Industria e Comercio Ltdaasktllone San Luis S.A., Promas S.A. and
Con-Ser S.A. (this company, since February 201X vi@intly and severally liable for the
Senior Notes.

15. ACCRUED SALARIES, WAGES AND PAYROLL TAXES

2013 2012
Payroll and bonus to managern 177,80¢E 115917
Social security taxt 85,271 56,898
Total 263,076 170,815
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16. TAXES PAYABLE AND ACCRUAL FOR TAX RELIEF

2013 2012
e Current
Tax withholdings 74,450 50,539
Taxes, rates and contributions (net from advances) 17,371 15,444
Payment plan — Law N° 26,476 8,177 6,424
Tax- Law N° 23,96 2,347 3,417
Accrual for tax relief (Note 28a) 4,579
Total 10€,924 75,82¢
* Non-current
Payment pla~ Law N° 26,47¢€ 33,18¢ 34,26:
Accrual for tax relief (Note 28a) 18,315 22,894
Total 51,49¢ 57,15¢

Régime for industrial promoted activities of sulisiiks

« Mastellone Hermanos Sociedad Andénima, as an invéstdlastellone San Luis S.A. and
Promas S.A., pursuant to several fiscal laws dedfegpayment of value added taxes and income
taxes, provided that these amounts are investabeirabove-mentioned subsidiaries. In the
case of Mastellone San Luis S.A., the deferred payswere already paid. In the case of
Promas S.A., the obligations are secured by sharesich subsidiary owned by Mastellone
Hermanos Sociedad Andnima, as required by appécedgulations. The value-added taxes
and income taxes deferred are recorded as lighilii the statement of financial position.

»  Through Decree N° 699/10, the National Executivev&aextends for a two-year term starting
2012, the benefits which are currently in forcegosmoted companies in the Provinces of San
Luis, La Rioja, San Juan and Catamarca, beginnicg the Provincial Governments adopt the
decree and subscribe the corresponding agreementh® other side, the Federal Justice
issued a precautionary measure provisionally sulpgrihe applicability of the decree, which
was rejected by the Federal Court of the Proviriddendoza on July 8, 2011. On August 26,
2011 the Federal Court of Appeals accepted theexdimnary appeal filed by the San Rafael
Chamber Commerce against the Decree N° 699/10.eqaestly, the applicability of such
decree is suspended until the National Supremet©@buustice rules on the main issue.

17. PROVISIONS

2013 2012
e Current
Accrued litigation expenses 280 1,451
Other 993 446
Total 1,273 1,897
¢ Non-current
Accrued litigation expenses 21,980 18,877
Othel 464 2,15:
Total 22,444 21,030
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The movement of accrued litigation and other experis as follows:

Current
Balance at the beginning of the year
Reversal (1)
Payments made
Re-measurement of foreign subsidiaries allowances
Transfer from (to) non-current allowance
Balance at the end of the year

Non-current
Balance at the beginning of the year
Balance of acquired subsidiary
Increase (1)
Payments made
Re-measurement of foreign subsidiaries allowances
Transfe (to) from currelt allowanct
Balance at the end of the year

(1)Charged to other gain and losses - Note 25.

18. OTHER LIABILITIES

Current

Debt for acquisition osubsidiarycompan' (2013, Note 28a

Other
Total

Non — current
Debt for acquisition osubsidiarycompan' (Note 28a
Deferred revenue
Other
Total

19. DEFERRED TAX

Deferred tax assets:

Temporary differences:

Provisions and other n-deductible accrued expen
Inventories
Property, plant and equipment, and others

Tax loss carr-forwards
Alternative minimum income tax

Valuation allowance for alternative minimum incota® and

deferred income tax
Total
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2013 2012
1,897 9,616
(3,484)

(5,434) (2,418)
410

4,810 (2,227)
1,273 1,897

21,030 18,005

416
8,672 962
(3,624) (165)
60 7
(4,810 2,22
22,444 21,030
2013 2012
10,18¢ 1,25(
5,423 5,960
1560¢ 7,21(
21132
1,323 1,026
3,180
22,456 4,206
2013 2012
10,250 8,18¢
12,368 10,322
60,8 (1,653)
28,025 16,83"
12,407 10,345
(49,556) (39,782)
11,633 4,253




Deferred tax liabilities:

Temporary differences:

Provisions and other non-deductible accrued expense

Inventories
Intangible assets
Other assets

Property, plant and equipment, and others

Credits deducted for tax purposes
Adjustment to present value

Tax loss carr-forwards

Alternative minimum income tax

Valuation allowance for alternative minimum incotag and

deferred income t:
Total

2013 2012
22,003 13,617
40,107 23,646

760 624
(185) (476)
(31,02 (320,617)

(1,239)

(22,512) (28,132)
65,00 69,27
123,076 111,988
(40,895 (55,846
(125,772) ~_ (187,162)

The unused tax loss carry-forwards filed with tatharities by Mastellone Hermanos S.A. and
its subsidiaries as of December 31, 2013 are bmifsl

Year of Tax loss Applicable Credit due to Expiration — date for
generation amount tax rate tax loss carry- submission of tax
forward returns fiscal years
2009 16,299 35% 5,705 2014
2010 33,881 35% 11,859 2015
2011 47,687 35% 16,691 2016
2012 88,710 35% 31,049 2017
2013 79,208 35% 27,722 D) 2018
93,026
(1) It corresponds to the tax loss carry-forwards et for the fiscal year ended December 31, 2013.

The movement of temporary differences between lwaokying amounts and tax basis of assets
and liabilities and tax loss carry-forwards is @l$ofvs:

Balance Reductiot Tax loss Incorporatior Charge Balance at
at the of tax los: carry- of for the the end of
beginning carry- forwards consolidated year the year
of the year forwards  expired in company (D)
the year
Temporary differences between
book carrying amounts and tax
basis of assets and liabilities ~ (295,724) 29 42,598 (253,097)
Tax loss carry-forwards 86,110 (216) (32,421) 4,850 34,703 (2) 93,026
Total 2013 (209,614) (216) (32,421) 4,879 77,301 (160,071)
Temporary differences between
book carrying amounts and tax
basis of assets and liabilities  (315,609) 19,885 (295,724)
Tax loss carry-forwards 74,385 (14,991) (711) 27,427 86,110
Total 2012 (241,224)  (14,991) (711) 47,312 (209,614)

(1) Charged to income tax — Note 26.

(2) From such amount, 35,567 (gain) are disclosed timaseilt for the year and 864 (loss) are disclosed

in other comprehensive income.
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20. REVENUE

2013 2012
Product sales 10,288,728 8,032,170
Services provided 237,777 251,930
Turnover tax (283,338) (198,670)
Sales discounts and volume rebates (585,378) (416,169)
Sales returns (17,976 (120,390
Total 9,486,813 7,548,871

Sales commitments

- The Company has entered into certain term suppigeagents through which it procures
raw material and provides industrial services to@e Argentina S.A.

- The Company has agreed to meet export commitmérgevedered milk and whey for a
total of approximately 6,300 tons with an estimatedtract value of US$ 28,500,000.

- Additionally, the Company has entered into agregmesith provincial and national public

agencies for the sale of approximately 5,600 tohpawdered and fluid milk with an
estimated contract value of 267,000.
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21. COST OF SALES

2013 2012
Cost of goods sold:
Inventories at the beginning of the y
Resale goods 26,981 20,537
Finished goods 293,177 326,090
Work in progress 186,281 153,468
Raw materials, packaging and other materials 180,52 147,027
Goods in transit 20,618 26,795
717,582 673,91
Incorporation of consolidated comp: 29¢
Purchases 4,996,959 3,910,157
Production expenses (Note 22) 1,880,824 1,457,359
Write-off of spare par 681
Re-measurement of foreign subsidiaries inventories 10,421 2,620
Benefits from industrial promotion (38,412) (7,672)
Inventories at the end of the y
Resale goods (45,638) (26,981)
Finished goods (356,657) (293,177)
Work in progres (252,245 (186,281
Raw materials, packaging and other materials (283,2 (190,525)
Goods in transit (66,720) (20,618)
(959,488) (717,582)
Subtotal - cost of goods sold 6,608,860 5,318,799
Cost of services rendered:
Purchases 29,896 28,232
Production expenses (Note 22) 134,326 110,748
Subtotal - cost of services rendered 164,222 138,980
Total cost of sales 6,773,082 5,457,779

Purchase commitments:

« The Company and its subsidiary Mastellone San Suls (“MSL”"), and Danone Argentina
S.A. (“DA"), agreed on the terms of the servicebéoprovided by Logistica La Serenisima
S.A. (“Logistica”) related to the distribution oéidy and fresh products in Argentina up to
October 1, 2040. The price charged by Logisticatfoservices is actual costs plus a 0.1%
margin. The agreement provides that if any partagtdilone Hermanos Sociedad Anénima
or MSL) decides to cancel without cause the agreenteefore the end of the
abovementioned term a penalty of US$ 50,000,00@ldhbe paid to Logistica. This
penalty would not be applicable if termination bé&tcontract is due to non-compliance of
Logistica with its duties under the agreement. Mueg, the same penalty should be paid
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by the Company or MSL if one of these companiesiptes products similar to products
currently marketed by Danone.

¢ In July 2004 Promas S.A. entered into an agreemihtEstablecimientos Agropecuarios
Lar S.A. for the purchase of future olive harvesid the exploitation of 400 hectares in the
province of Catamarca.

On March 12, 2007 the subsidiary company enterdd & new agreement with
Establecimientos Agropecuarios Lar S.A. extendhmg groductive and financial schedule
and the quantity of hectares to 480. This docurhamds Lar S.A. to deliver 97,800 tons of
olives throughout the duration of the contract, echhstarted on the date of signature and
will expire with the completion of harvest in 203%romas S.A. will receive 100% of olives
production.

22. INFORMATION REQUIRED BY ART. 64 OF ARGENTINA CORPOR ATE LAW
N°19,550 — BREAKDOWN OF EXPENSES

2013
Production  Cost of Selling General and Total
expenses  services expenses  administrative
expenses

Remuneration to members of the Board

of Directors and members of the

statutory Audit Committe 30,32¢ 30,32¢
Fees and compensation for serv 196,12: 223 411,55 44,68 652,581
Payroll, bonus and social security

charges 831,088 77,176 297,523 175,752 1,381,539
Depreciation of property, plant and

equipment, and others 100,380 9,391 420 4,404 123,595
Amortization of intangible ass¢ 16,17 43 16,21
Provision for bad debts 7,815 7,815
Freights 404,697 1,052,780 10 1,457,487
Maintenance and repair 70,496 6,060 12,661 442 ,6589
Office and communication 1,281 112 473 1,573 3,439
Fuel, gas and energy 130,716 15,974 8,544 70 3085,
Vehicles expenses 19,438 8,571 1,426 29,435
Publicity and advertising 227,515 227,515
Taxes, rates and contributions 63,350 10,444 2,264 94,535 170,593
Insurance 25,182 315 8,070 2,080 35,647
Travelling 1,234 2,265 487 3,986
Export and import 26,560 287 26,847
Harvest expens 2,34( 2,34(
Supplies and chemicals 1,186 1,186
Miscellaneous 17,143 14,631 10,206 14,085 56,065

Total 1,880,824 134,326 2,086,220 370,203 4,471,573
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Remuneration to members of the Board

of Directors and members of the
statutory Audit Committe
Fees and compensation for serv
Payroll, bonus and social security
charges
Depreciation of property, plant and
equipment, and others
Amortization of intangible ass¢
Provision for bad debts
Freights
Maintenance and repair
Office and communication
Fuel, gas and energy
Vehicles expens:
Publicity and advertising
Taxes, rates and contributions
Insurance
Travelling
Export and import
Harvest expese:
Supplies and chemicals
Miscellaneous
Total

23. INVESTMENT INCOME

Interest
Public bond: holding resits

2012

Gain from foreign currency forwards transactions

Royalties and licenses
Rental incom
Dividends

Total

24. FINANCE COST

Senior Notes and long-term loans interest (1)

Other loans interest
Other interests
Total

Productiol Cost of Selling General an Total
expenses services expenses  administrative
expenses
22,746 22,74¢
145,905 295 353,103 33,674 532,97
619,310 60,455 216,978 118,243 1,014,986
85,250 10,391 8,865 3,163 107,669
361 361 72z
8,319 8,319
338,045 812,126 1,150,171
59,852 3,543 10,139 208 73,742
950 119 423 1,292 2,784
107,950 13,837 8,170 51 130,008
11,287 8,544 1,108 20,93¢
209,627 209,627
57,498 8,734 1,532 72,693 140,457
18,076 391 5,632 1,396 25,395
950 2,031 542 3,523
4 25,420 231 25,655
2,171 2,171
1,157 1,157
8,593 12,983 6,334 9,052 36,962
1,457,359 110,748 1,677,143 264,760 3,510,010
2013 2012
19,289 13,294
27,24¢
34,
36
2,95: 2,46¢
732
53,84. 16,52¢
2013 2012
487, 113,000
52,063 20,500
5,410 11,306
164,930 144,806

(1) Includes 16,275 and 29,097 for the fiscal yearsednbdecember 31, 2013 and 2012,
respectively, related to adjustments to presenievaf debt.
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25. OTHER GAINS AND LOSSES

26.

2013 2012

Gain on sale of trademarks (1) 39,922
Gain on sale of property, plant and equipment,ahdrs (2) 30,833 7,196
Gain on sale cinvestments in other compar (3) 25,077
Gain on acquisition of subsidiary (Note 2.5) 35,194
Charges to freighters 2,433 2,608
Recovery of private bonds 3,731
(Charge) reversal of provision for litigation anther expenses (8,672) 2,521
Donations (1,243) (1,340)
Depreciation of investment property (170) (170)
Miscellaneous (3,903) 4,127

Total — net gain 119,471 18,673

(1) Sales performed to Danone Group, including seveealemarks of special milks and
powdered juice.

(2) Includes as of December 31, 2013, 25,902 correspgrid the sale to Danone Argentina
S.A. of a raw milk sorting plant for third partigsgether with the equipment, vehicles and
software related to such plant.

(3) Corresponds to the gain obtained by the sale 0DiRé3% holding of Danone Argentina
S.A.'s shares to Dairy Latam S.L.

INCOME TAX AND ALTERNATIVE MINIMUM INCOME TAX
2013 2012
Included in net loss for the year
Current income tax (29,834) (27,016)
Tax loss carry-forwards for the year 35,567 27,427
Net change in temporary differences 42,598 19,885
Subtotal 48,331 20,296
Valuation allowance on alternative minimum incorag and
deferred income tax (31,577) (37,025)
Total 16,754 (16,729)
Included in other comprehensive result
Current income te (864 (331
Total (864) (331)

The reconciliation of income tax expense to the amalerived by applying the applicable
statutory income tax rate to result before incomednd alternative minimum income tax for
the year is as follows:

2013 2012

Net loss before income tax and alternative mininimcome tax (74,564) (98,767)

Statutory income tax rate 35% 35%

Income tax at statutory income tax rate 26,00 34,568

Permanent differences 22,234 (14,272)
Valuation allowance on alternative minimum incorae and

deferred income tax (31,577) (37,025)

Total 16,754 (16,729)
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27. ADDITIONAL CASH FLOW INFORMATION

27.1 Changes in working capital

2013 2012

Trade accounts receivable (117,230) (77,088)
Other receivables (13,152) (24,923)
Tax credits (57,446) (1,842)
Inventories (240,090) (48,995)
Trade payables 133,503 139,262
Accrued salaries, wages and payroll taxes ,95RL 33,115
Taxes payable and accrual for tax relief 509, (3,012)
Advances from custome 88,195 11,769
Provision: (9,058 (2,583
Other liabilities (3,839) 5,071

Total (125,655) 30,774

27.2 Non-cash transactions

During the current year, the Company entered ingofollowing non-cash investing activities
which are not reflected in the consolidated staterécash flows:

» A portion of the acquisition cost of the subsidi@ympafia Puntana de Carnes Elaboradas
S.A. is outstanding for an amount of 31,318 as@fddnber 31, 2013 (see Note 2.5).

28. PLEDGED AND RESTRICTED ASSETS

a) Certain assets owned by the Company are pledgembligeral for bank and financial
liabilities, tax debt (tax régime for promoted &ittes) and other liabilities for a total
amount of 106,900 as of December 31, 2013 (94,$2¥ ®ecember 31, 2012). Detail of
pledged assets is as follows:

2013 2012
Trade accounts receivable 46,245 67,956
Property, plant and equipment, and others 3,689 4,216
Equity value of holding in subsidiary company PransaA. 40,213 20,538
Equity value of holding in subsidiary Compafiia Punat de
Carnes Elaboradas S.A. 104,125

b) The Company also has pre-export credit lines ireotd finance exports, which have as
collateral, according to each case, a trust setvep the collections obtained from sales to
the domestic retail market, inventories (of theepaicCompany and its subsidiary company
Mastellone San Luis S.A.) and the assignment ofchase orders of the subsidiary
company Leitesol I.C.S.A. As of December, 31, 20d@ntories were collateralized for an
amount of 191,742 (63,305 as of December 31, 2018 .outstanding balance of the debt
amounts to 219,944 as of December 31, 2013 an@Z@$ of December 31, 2012.

¢) Additionally, as of December 31, 2013 there wetgeotreceivables — guarantee deposits

(current and non-current) for an amount of 1,0506(A&s of December 31, 2012) in
guarantee of financial and commercial transactinsrestricted assets disclosed in caption
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29.

“other receivables — other” (current) for 579 aPeicember 31, 2013 (224 as of December
31, 2012).

d) There are financial assets — investment funds B%490f restricted availability as of
December 31, 2013, to secure transactions to psedaaeign currency forwards.

e) The subsidiary company Con-ser S.A. held certanpgnties encumbered with privilege of
first grade for a net value of 5,664 as of Decen83er2013, in guarantee of the business
relationship with YPF S.A. and Oil Combustibles S.fr an indefinite period while the
commercial relationship between the parties is tagied. The guarantee amounts to
US$2,400 thousand.

f) See also commitments and collaterals granted bystiekholders for the financial debt
described in Note 14.1.1 and 14.1.2.

RELATED PARTIES OUTSTANDING BALANCES
Other financial asse Trade accour Other
receivables receivables
Company (current) (current) (current)
201z 201z 201z 201z 201z
Afianzar ¢.G.R. 3 1
Danone Argentina S.A. (1) 102,936
Fideicomiso Formu 102
Frigorifico Nueva Generacion S.A. 611 401
José Mastellor 8
Logistica La Serenisima S.A. 61,704 65,379
Los Toldos S.A. 1,029 1,589 225 125 41
Masleb S.R.L. 21
TOTAL 1,029 1,589 62,645 168,871 41

(2) Includes receivables arising from sales of raw rpilikchased for and on behalf of Danone Argentina 8yA.

74,133 at December 31, 2012.

Advances from

Trade payable Borrowings customers
Compan' (current (current (current
201 201z 201: 201z 201z

Afianzar S.G.R. 12 6
Danone Argentina S.A. 22,459
Fideicomiso Form 41,38 28,06:
Juan Rocca.R.L. 1,85t 1,317
Logistica La Serenisima S.A. 80,892 66,047 6
Los Toldos S.A. 239
Masleb {R.L. 12¢

TOTAL 80,904 88,880 43,242 29,380 6
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30. RELATED PARTIES OPERATIONS

Transactions with related parties for the fiscargeended December 31, 2013 and 2012 were as
follows:

2013 2012

Revenues

Afianzar $.G.R. 6 5

Danone Argentina S.A. 182,355 239,578

Fideicomiso Formu 857 616

Frigorifico Nueva Generacion S.A. 69 418

José Mastellor 8

Logistica La Serenisima S.A. 14,006 20,357

Los Toldos S.A. 435 528
Purchase of goods and services

Afianzar S.G.R. 123 93

Danone Argentina S.A. 35,937 80,287

Frigorifico Nueva Generacion S.A. 181

Logistica La Serenisima S.A. 555,126 400,208

Los Toldos S.A. 3,955 3,581

Masleb S.R.L. 457 1,528
Investment inconr

Danone Argentina S.A. 890

Frigorifico Nueva Generacion S.A. 1 13

Los Toldos !A. 72 89
Finance cost

Fideicomiso Form 8,90¢ 4,749

Juan Rocca S.R.L. 45 37
Other gain and losses

Danone Argentina S.A. and related parties — sale of

trademarks 39,922
Danone Argentina S.A. — sale of property, plant and
equipment 50,550

Danone Argentina S.A. — dividends earned 732
Purchase of property, plant and equipment, and®the

Logistica La Serenisima S.A. 2,159

During the fiscal years ended December 31, 2012842, the Company paid a total of 81,529 and
62,792, respectively, in concept of remuneratios fees to members of the Board of Directors and
executive officers. The Company does not providditectors or executive officers with any type
of pension, retirement or similar benefits.

Sales to related parties were made at the ustgriees of the Company. Purchases of goods and
services were conducted at market prices.

The outstanding receivable and payable amountsiasecured and will be settled in cash. No

guarantees have been given or received, excephdoguarantees described in Note 28. It has not
been recognized any expense in the current yaargsior years regarding bad or doubtful accounts

related to amounts owed by related parties.
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31. FINANCIAL INSTRUMENTS
31.1 — Capital management

The Company manages its capital in order to maxdritgz shareholders’ return, by optimization of
debt and equity balances according to its busiptss. For that end, it takes part - directly or
through its subsidiaries - in operations that imeofinancial instruments, which can give rise to
several risks.

The Company is not subject to any requirement pitabsettled externally.

Capital structure and debt ratio

2013 2012
Debt (1) 1,409,652 1,114,956
Cash and cash equivalent 115,288 66,071
Net debt 1,294,364 1,048,885
Equity 653,652 691,407
Indebtness rat 1.9¢ 152

(1) Debt is defined as current and non-currentdwaimgs, as detailed in Note 14.

31.2 — Financial instruments categories

Financial instruments were classified accordint-®S 7 in the following categories:

2013 2012
Financial asse
Cash and banks and short-term investments 883,4 62,407
At fair value with changes to profit and loss
Investment funds 41,354 3,664
Public bonds 12,351
Held to maturity investments
Private bonds 7,506 7,538
Loans and receivables
Other financial asse 10,366 8,20(
Trade accounts receiva 796,551 698,37
Tax credits 118,182 60,311
Other receivable 65,103 57,23:
1,122,550 910,076
2013 2012
Financial liabilities
Amortized cost:
Trade payables 951,709 817,931
Borrowings 1,409,652 1,114,956
Other liabilities 570,538 337,992

2,931,899 2,270,879
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31.3 — Risk management

The Company and its subsidiary companies are egpsseveral risks derived from the ordinary
course of business, from the debt taken in orddinemce such operations and from the nature of
the financial instruments that the Company has, Agnthe major risks that the Company is
exposed to are foreign exchange risk, interestrigitecredit risk and liquidity risk.

It is not a practice of the Company and its subsies to trade financial instruments for specuéativ

purposes. As of December 31, 2013 and, 2012 there wo outstanding derivative financial
contracts.

31.4 — Management of foreign exchange risk

The Company has assets and liabilities and perftramsactions in foreign currency, consequently
exposures to exchange rate fluctuations are gesterat

Balances of assets and liabilities denominatedigign currency, considering as such currencies
that are different from the functional currencyeach company, are the following:

2013 2012
Assets
United States Doll: 56,728 58,07
Euro 176 924
Guarani 2,110 1,538
Brazilian Reai 100,287 48,69¢
Liabilities
United States Dollar 1,479,890 1,145,173
Euro 2,059 2,875
Guarani 773 177
Brazilian Reais 67,181 12,707
Net currency exposure (1,390,602) (1,051,703)

Foreign currency sensitivity analysis

Considering the definition of functional currencyrfeach company, the Company made
transactions with foreign currency mainly in Unit8thtes Dollar, and, to a lesser extent in Euro,
Brazilian Reais and Guarani.

The impact of each 1% increase in the exchangeofdigreign currency in Argentina Pesos is as
follows:

Loss
2013 2012

Impact for each 1% increase in the exchange rdigreign
currency in thousands of Argentine pesos (13,906) (10,517)

The Company estimates that the risk emerging flumexposure to devaluation is mitigated by the
fact that, directly or through subsidiaries, thene sales denominated in foreign currencies
(principally exports from Argentina and sales madé¢he Brazilian domestic market through the
subsidiary Leitesol) which are summarized belowefach of the year indicated:
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Fiscal Fiscal

year year
2013 2012
Exports and foreign sales 1,242,221 893,627

(consolidated amounts)

The Company understands that, for the reasons afdlieed, it has a natural (although imperfect)
coverage for the devaluation risk. Notwithstandingt, the Company, through the relevant areas,
performs a permanent evaluation of these risksproher to minimize it using the available
alternatives.

31.5 — Management of the interest rates risk

The Company performs borrowings transactions fah lixed and variable interest rates. The
outstanding debt bearing variable interest rateofaBecember 31, 2013 amounted to 198,345
(contractual amounts), corresponding to tranché ilsdoan debt and to the Senior Notes Series D,
in both cases, maturing in 2015. Both loans be#loating interest rate based on LIBO plus a
spread, provided that total rate shall not exc&€égpér annum (for the second semester of 2013 rate
determined was 3.92% annual). Consequently, theebigmpact that the Company could suffer in
case of interest rate increases applicable taddhs would be of 2.08%, or approximately 4,126.

At year-end, the Company’s net exposure to inteatss over financial assets and liabilities is the
following:

Net financial assets (liabilities)

Features 2013 2012

Nor-interest bee (435,219 (261,194
Fixed-rate financial instruments (1,203,272) (940,484)
Variable-rate financial instruments (170,861) (159,125)

(1,809,349) (1,360,803)

31.6 — Management of the credit risks

Credit risk refers to risk arising from the poshipithat a part fails to comply with its contraetu
obligations resulting in a loss to the Companyt®siubsidiaries. The greatest risk arises fronetrad
accounts receivable. The Company considers thatitk is significantly limited by several factors:

« sales in the domestic markets of Argentina andiBaag highly diversified to a large number
of customers in different locations. At the sammeetj due to the nature of the products, sales
operations are conducted on an ongoing basis, mpatkeasier to track the status of the client.
For larger customers, there is individual monitgritn the fiscal years 2013 and 2012, no
single customer sales represented more than 10%tadfrevenues of each year. Receivables
from customers in receivership and in bankruptcyehlaeen reclassified to other receivables
and adequately provisioned.

« Exports to third parties take place almost exckigithrough letters of credit confirmed
locally.

Trade accounts receivable and other receivablesxa@sed to their nominal values less the related

provisions for doubtful accounts, regardless ofgharantees covering certain accounts receivable.
These balances do not differ significantly fromittiiair values.
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31.7 — Management of liquidity risk

The Board of Directors has the final responsibitity managing liquidity risk, having established a
suitable framework in order for the Company’s managnt to be able to handle requirements of
financing for short, medium and long term and ldtityi requirements. The Company manages
liquidity risk by maintaining reserves and appragei level of financial borrowings, and
continuously monitoring future and real cash floausd reconciling the maturity profile of financial
assets and liabilities.

The following table details the due date of the @any’s financial liabilities as from each year
end. The amounts presented are the contractuafloashwithout discount.

2013 2012
Less than three months 1,473,738 1,098,422
Between three months and a \ 422,17: 253,59
Between one and five year 1,096,213 700,397
More than five years 3,233 298,138

2,995,358 2,350,554

The following table details the expected cash flawdrom each year-end.

2013 2012
Less than three months 929,993 805,929
Between three months and a year 107,236 41,914
Between one and five yei 74,06° 47,92:
More than five years 11,254 14,312

1,122,55! 910,07t

31.8 — Fair value measurements

31.8.1 Fair value of the Company's financial asaet$ financial liabilities that are measured at
fair value on a recurring basis

Some of the Company's financial assets are measuréair value at the end of each year. The
following table gives information about how therfealues of these financial assets are determined.

Financial assets Fair value as at Fair value Valuation techniques
2013 2012 hierarchy and key inputs

Cash and cash equivalent — 31,800 3,644 Levell Quoted bid prices in an
Investment funds active market.

Other financial assets — 9,554 Level 1 Quoted bid prices in an
Restricted investment funds active market.

Other financial assets - Public 12,351 Levell Quoted bid prices in an
bond: active marke.
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31.8.2 Fair value of financial assets and finddzaAilities that are not measured at fair valueso
recurring basis (but fair value disclosures arelireqf)

Except for the following, the Board of Directorsnsiders that outstanding balances of financial
assets and liabilities included in the financiatsments represent their approximate fair valukeat
end of each year.

2013 2012
Book Fair Book Fair
value value value value
(€9) 1)
Senior Notes due 2018 789,674750,697 611,887 481,937

(1) Fair value hierarchy: Level 1.

32. SEGMENT INFORMATION

IFRS 8 requires operating segments to be identifiedthe basis of internal reports regarding
components of the Company that are regularly restewy the Board of Directors in order to
allocate resources to the segments and to assspdiformance.

The accounting policies used for the preparatiorthef information for the segments that are
reported are the same that the Company's accoytlites described in Notes 2 and 3.

The Company’s reportable segments under IFRS 8saf@lows:

« Dairy products: Includes the sales of products manufactured vaghraw milk purchased
by the Company directly to dairy farmers locatedAingentina and, to a lower extent, to
other dairy companies. Such sales are made in thenfine domestic market (mainly
retailers and public agencies), in the Brazilianmdstic market (retailers) and the
international markets (exports to third parties).

¢ Olive products: includes the sale (mostly in the international kets) of olive oll
processed from the harvest of olive trees of thiesisiary Promas S.A., as well as
production purchased to third parties, Such satesm@ade mainly in the international
markets.

¢ Other: Includes principally services related to the tpammation of raw milk and other

associated to the coordination of such transpancfases and sales of trucks, spare parts,
etc.).
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2013

Information Dairy Olive Other Total

Revenue from external customers 9,039,4583,014 414,344 9,486,813
Intersegment reven 1,41¢ 8,65( 374,95! 385,02.
Net loss for the year (32,518)(19,360) (5,932) (57,810)
Assets allocated to the business lines 3,485,1681,400 158,490 3,735,058
Liabilities allocated to the business lines 2,903, 11,359 94,826 3,081,388
Additions to property, plant and

equipment, and others 190,525 1,137 8,286 199,948
Depreciation of property, plant and

equipment, and others 115,167 3,188 5,240 123,595
Additions to intangible assets 680 680
Amortization of intangible asst 16,214 16,214
Depreciation of investment property 170 170
Net domestic revenue 7,797,234 33,014 414,344 8,244,592

2012
Dairy Olive Other Total

Revenu from external custome 7,200,311 1,571 346,99(  7,548,87
Intersegment revenue 1,534 3,245 317,258 322,037
Net loss for the year (98,181)(16,039) (1,276)  (115,496)
Assets allocated to the business lines 2,925,9094,038 152,438 3,172,385

Liabilities allocated to the business lines 2,369, 11,202 100,061 2,480,968
Additions to property, plant and

equipment, and others 191,961 106 10,852 202,919
Depreciation of property, plant and

equipment, and others 99,999 3,288 4,382 107,669
Amortization of intangible asst 722 722
Depreciation of investment property 170 170
Net domestic revenue 6,306,683 1,571 346,990 6,655,244

Additionally, the Board of Directors reviews thédrmation based on the following geographical
segments:

Year Revenue

Domestic market Exports Total
201: 8,244,59: 1,242,221 9,48€,81%
2012 6,655,244 893,627 7,548,871

33. SUBSEQUENTS EVENTS

In January 2014, the exchange rate of the UnitateStollar (US$) related to the Argentine Peso
in the free exchange market (also called “officrarket”) increased approximately 23%, changing
from $6,521 to a value of approximately $8, sinaauary 24, 2014 and remaining in that order
until March 6, 2014.

Such increase in the exchange rate of the US$rhammact (loss) of approximately 290 million of
pesos in the fiscal year 2014, based on the oulisigialances as of December 31, 2013.

34. APPROVAL OF THESE FINANCIAL STATEMENTS

These consolidated financial statements were apgrby the Board of Directors and authorized to
be issued on March 7, 2014.

-71-



Deloitte

Deloitte S,C,
Florida 234, Piso 5°
C1005AAF

Ciudad Auténoma
de Buenos Aires
Argentina

Tel: (54-11) 4320-2700

Fax: (54-11) 4325-8081/4326-7340
www,deloitte,com

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of

Mastellone Hermanos Sociedad Andnima
Juana Manso N° 555 “Floor — Suite “A”
City of Buenos Aires

1, We have audited the consolidated financialestants of Mastellone Hermanos Sociedad
Anénima (also referred to as “Mastellone Hermanosi&tlad Andnima” or the “Company”)
and its consolidated subsidiaries (subsidiariesilgetin Note 2.5 to the consolidated financial
statements) which comprise the consolidated statewfefinancial position as of December
31, 2013 and the related consolidated statemengsadit or loss and other comprehensive
income, changes in equity and cash flows, withrtNeites 1 to 34 (a summary of significant
accounting policies is disclosed in Notes 2 anfbBjhe fiscal year ended December 31, 2013.

The figures and other information for the fiscahyended December 31, 2012 are an integral
part of these consolidated financial statementsaadntended to be read only in relation to
those financial statements.

The Company’s Board of Directors is responsiblettierpreparation and fair presentation of
the financial statements of the Company in accaréavith International Financial Reporting
Statements (“IFRS”) adopted by the Argentine Fdomraof Professional Councils in
Economic Sciences as accounting standards, asvikey approved by the International
Accounting Standard Board (IASB), and incorporadigdhe National Securities Commission
to its regulations. Moreover, the Board of Direstds responsible for the existence of an
internal control system that is considered necgstarenable the preparation of financial
statements that are free from material misstatemehether due to fraud or error. Our
responsibility is to express an opinion on thesesobdated financial statements based on the
audit carried out pursuant to the scope of workireed in section 2.

2. Our audit was carried out in accordance with TewiinResolution N° 7 issued by the
Argentine Federation of Professional Councils ilmri€omic Sciences. Those standards require
that auditors plan and perform the audit to obtaasonable assurance about whether the
financial statements are free from material misstants. An audit involves performing
procedures, mainly on a sample basis, to obtairit awidence about the amounts and
disclosures in the financial statements. The pros] selected depend on the auditor’s
judgement, including the assessment of the risksnafferial misstatement of the financial
statements, whether due to fraud or error. In ngakhmose risk assessments, the auditor
considers internal control relevant to the Compsupreparation and fair presentation of the
financial statements in order to design audit pdoces that are appropriate in the
circumstances, but not for the purpose of exprgsaim opinion on the effectiveness of the
Company’s internal control. An audit also includesaluating the appropriateness of
accounting policies used and the reasonablenesacodunting estimates made by the



3.

2

Company’s Board of Directors and Management, asagebvaluating the overall presentation
of the financial statements. We believe that thditaevidence we have obtained is sufficient
and appropriate to provide a basis for our auditiop.

In our opinion, the consolidated financial statetaexs of December 31, 2013 referred to in the
first paragraph of section 1, present fairly, ihrahterial respects, the consolidated financial
position of the Company as of December 31, 2018 the consolidated statements of profit or
loss and other comprehensive income, changes ityeand cash flows for the fiscal year then

ended, in accordance with International Financeggpdtting Standards.

As a part of our work, the scope of which is ddsemli in section 2, we have reviewed the
Consolidated Informative Summary required by theidwal Securities Commission and
prepared by the Company’s Board of Directors orclyhin what is subject of our competence,
we have no observations to report.

This report and the consolidated financial statdmerferred to in section 1, have been
translated into English for the convenience of Ehgspeaking readers. The accompanying
consolidated financial statements are the Englighstation of those originally issued by
Mastellone Hermanos Sociedad An6nima in Spanistpeggbnted in accordance with IFRS.

City of Buenos Aires, Argentina.
March 7, 2014

DELOITTE S.C.

José E. Lema (Partner)
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